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DEPARTMENT OF THE AUDITOR
ANNUAL REPORT 
For the
FISCAL YEAR ENDING JUNE 30, 1950
I have the honor to submit the Annual Report of the Department of the Auditor for 
the fiscal year, July 1, 1949 to June 30, 1950.
Section 12 of Chapter 11 of the General Laws defines the duties of the Departm ent 
of the State Auditor.
"SECTION 12. The department of the State Auditor shall annually 
make a careful audit of the accounts of all departm ents, offices, com­
missions, institutions and activities of the commonwealth, including 
those of the income tax division of the department of corporations and 
taxation, and for said purpose the authorized officers and employees 
of said department of the state auditor shall have access to such ac­
counts at reasonable times and said department may require the pro­
duction of books, documents and vouchers, except tax re tu rn s , relating 
to any matter within the scope of such audit. The accounts of the last 
named department shall be subject at any time to such examination as 
the governor and council or the general court may order. Said depart­
ment shall comply with any written regulations, consistent with law, 
relative to its duties made by the governor and council. This section 
shall not apply to the accounts of state officers which the d irector of 
accounts of the department of corporations and taxation is  required  by 
law to examine. The department of the state auditor shall keep no books 
or records except records of audits made by it, and its annual report 
shall relate only to such audits. "
All requirements of the law relating to the duties and functions of the State Audi­
tor have been carefully complied with for the fiscal year ended June 30, 1950.
Personnel: As of June 30, 1950, the permanent Civil Service staff of this office 
included eight World War I veterans, twelve World War II veterans and ten non-veterans
The following permanent Civil Service appointments have been made:
Eileen P. Mann to Junior C lerk-Typist
Dorothy E. Nyberg to Junior C lerk-Typist
Mr. Ernest W. Towne re tired  on December 31, 1949 after th irty -seven  years of 
Service with the Commonwealth.
New Audits: During the fiscal year, the f irs t audit of the Soldiers' Home in 
Holyoke was completed.
General: Individual copies of audit reports for all State activities have been sub­
mitted to His Excellency the Governor, the Lieutenant Governor, the President of the 
Senate, the Speaker of the House, the Chairman of the Commission on Adm inistration 
and Finance, the Comptroller, and the State L ibrarian. Copies also have been forwarded 
to the administrative head of each institution or agency concerned, the chaplains, med­
ical boards and trustees of the institutions, and the com m issioner of each department.
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Summary of Audits Completed: The following listed audits of State departments and institutions 
have been made since my last report to the legislature:
SCHEDULE OF REGULAR AUDITS COMPLETED
Department or Institution 
GOVERNOR AND COUNCIL:
Alcoholic Beverages Control Commission 
Armory Commission 
Art Commission for the Commonwealth 
Ballot Law Commission 
Commission on Administration and Finance 
Commission on Uniform State Laws 
Commissioner of Veterans' Services 
Massachusetts Aeronautics Commission 
Massachusetts Fair Employment Practice 
Commission
Military Division of the Executive Department
Military Reservation Commission
Milk Regulation Board
Outdoor Advertising Authority
Port of Boston Authority
Public Bequest Commission
Soldiers' Home in Chelsea
Soldiers' Home in Holyoke
State Library
State Planning Board
State Racing Commission
State Superintendent of Buildings
SECRETARY OF THE COMMONWEALTH:
General Department
Commission on Interstate Co-operation
TREASURER AND RECEIVER GENERAL:
General Department 
Emergency Finance Board 
Massachusetts Public Buildings Commission 
State Board of Retirement
ATTORNEY GENERAL
DEPARTMENT OF AGRICULTURE: 
General Department 
Division of Livestock Disease Control 
Division of Milk Control
DEPARTMENT OF BANKING AND INSURANCE: 
Division of Banks 
Division of Insurance 
Division of Savings Bank Life Insurance 
Supervisor of Loan Agencies
DEPARTMENT OF CIVIL SERVICE AND REGISTRATION: 
General Department 
Architects, Board of Registration of 
Barbers, Board of Registration of 
Certified Public Accountants, Board of 
Registration of
Chiropody, Board of Registration in 
Dental Examiners, Board of Registration in 
Electricians, State Examiners of 
Embalming and Funeral Directing, Board of 
Registration inHairdressers, Board of Registration of 
Medicine and Nursing, Board of
Registration in
Optometry, Board of Registration in 
pharmacy, Boai 1 of Registration in 
Plumbers, Board of State Examiners of 
Professional Engineers and Land Surveyors, 
Board of Registration of .Veterinary Medicine, Board of Registration in
CLERK OF THE SUPREME JUDICIAL COURT OF 
THE COMMONWEALTH
FISCAL YEAR 1949-1950Report
From To No.
June 20, 1949 June 14, 1950 2737
Sept. 7, 1948 July 17, 1949 2638
June 3, 1949 Feb. 7, 1950 2684
June 2, 1949 Feb. 7, 1950 2681
June 30, 1948 June 30, 1949 2634
June 3, 1949 Feb. 7, 1950 2683
Dec. 28, 1948 Dec. 7, 1949 2659
Mar. 21, 1949 June 20, 1950 2735
Jan. 21, 1949 Nov. 7, 1949 2653
Sept. 8, 1948 July 17, 1949 2637
Sept. 7, 1948 July 17, 1949 2636
Nov. 4, 1948 Nov. 1, 1949 2667
Oct. 1, 1948 Feb. 13, 1950 2689
Aug. 2, 1948 Jan. 16, 1950 2675
June 2, 1949 Feb. 7, 1950 2682
July 15, 1948 July 11, 1949 2639
Mar. 27, 1949 June 13, 1950 2738
June 6, 1949 Feb. 8, 1950 2686
Jan. 11, 1949 Oct. 11, 1949 2622
Nov. 16, 1948 Oct. 31, 1949 2649
July 1, 1948 July 1, 1949 2614
July 21, 1948 Sept. 15, 1949 2643
June 10, 1949 Oct. 11, 1949 2619
Jan. 19, 1949 Jan. 4, 1950 2673
June 16, 1949 Oct. 17, 1949 2623
Aug. 11, 1948 Sept., 19, 1949 2627
Jan. 1, 1949 Dec. 31, 1949 2730
July 7, 1948 Nov. 2, 1949 2651
Sept. 14, 1948 
Nov. 4, 1948 
Sept. 27, 1948
Nov. 1, 1949 
Nov. 1, 1949 
Nov. 1, 1949
2666
2668
2665
Nov. 22, 1948 
May 25, 1949 
Sept. 20, 1948 
Mar. 10, 1949
Dec. 6, 1949 
May 3, 1950 
Sept. 28, 1949 
Feb. 6, 1950
2670
2719
2630
2680
Jan. 26, 1949 
Aug. 10, 1948 
May 9, 1949
Feb. 13, 1950 
Sept. 19, 1949 
Mar. 8, 1950
2688
2620
2694
Jan. 12, 1949 
June 24, 1949 
June 24, 1949 
Apr. 13, 1949
Mar. 28, 1950 
Mar. 30, 1950 
May 2, 1950 
Apr. 25, 1950
2702
2709
2714
2713
June 20, 1949 May 5, 1950
Sept. 3, 1948 Sept. 23, 1949
2126
2625
Dec. 15, 1948 
Mar. 16, 1949 
Mar. 22, 1949 
Apr. 5, 1949
Oct. 27, 1949 
Apr. 20, 1950 
Apr. 20, 1950 
June 21, 1950
2648
2110
2711
2134
Jan. 1, 1949 Nov. 9, 1949
June 24, 1949 Apr. 24, 1950
2654
2712
June 7, 1949 Mar. 22, 1950 2687
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Department or Institution
DEPARTMENT OF CONSERVATION:
General Department 
Fisheries and Game, Division of
DEPARTMENT OF CORPORATIONS AND TAXATION: 
General Department 
Appellate Tax Board 
Division of Accounts
DEPARTMENT OF CORRECTION:
General Department 
Massachusetts Reformatory 
Reformatory for Women 
State Farm at Bridgewater 
State Prison 
State Prison Colony
DEPARTMENT OF EDUCATION:
General Department
Bradford Durfee Textile Institute
Division of the Blind
Lowell Textile Institute
Massachusetts Maritime Academy
Massachusetts School of Art
New Bedford Textile Institute
School Buildings Assistance Commission
State Teachers College at Bridgewater
State Teachers College at Fitchburg
State Teachers College at Framingham
State Teachers College at Lowell
State Teachers College at North Adams
State Teachers College at Salem
State Teachers College at Westfield
State Teachers College at Worcester
Teachers' Retirement Board
University of Massachusetts at Amherst
University of Massachusetts at Fort Devens
INDUSTRIAL ACCIDENT BOARD
DEPARTMENT OF LABOR AND INDUSTRIES:
General Department
Division of Employment Security
Labor Relations Commission
LEGISLATURE:
Sergeant-at-Arms
DEPARTMENT OF MENTAL HEALTH:
General Department 
Belchertown State School 
Boston Psychopathic Hospital 
Boston State Hospital 
Danvers State Hospital 
Foxborough State Hospital 
Gardner State Hospital 
Grafton State Hospital 
Medfield State Hospital 
Metropolitan State Hospital 
Monson State Hospital 
Myles Standish, Division of 
Northampton State Hospital 
Taunton State Hospital 
Walter E. Fernald State School 
Westborough State Hospital 
Worcester State Hospital 
Wrentham State School
METROPOLITAN DISTRICT COMMISSION
DEPARTMENT OF PUBLIC HEALTH:
General Department 
Lakeville State Sanatorium 
North Reading State Sanatorium 
Pondville State Hospital
3
May
From 
3, 1949 May
To
8, 1950
R e p o rt
N o.
2721
May 3, 1949 Apr. 25, 1950 2715
As of June 29, 1950 273«
May 4, 1949 Mar. 8, 1950 2696
Nov. 22, 1948 Apr. 12, 1950 2707
Jan. 3, 1949 Mar. 29, 1950 2703
Mar. 8, 1949 Nov. 9, 1949 2655
May 9, 1949 May 10, 1950 2723
July 21, 1948 July 20, 1949 2640
Sept. 21, 1948 Apr. 3, 1950 2706
May 2, 1949 Mar. 21, 1950 2699
June 1, 1949 May 22, 1950 2727
Apr. 4, 1949 Jan. 31, 1950 2677
Aug. 24, 1948 July 12, 1949 2632
July 6, 1948 Aug. 31, 1949 2646
June 1, 1949 June 7, 1950 2728
June 14, 1949 June 13, 1950 2739
Feb. 11, 1949 Mar. 31, 1950 2704
June 30, 1949 Apr. 20, 1950 2716
July 1, 1948 July 7, 1949 2616
Dec. 6, 1948 Jan. 16, 1950 2674
Oct. 15, 1948 May 1, 1950 2717
Sept. 16, 1948 Oct. 11, 1949 2644
June 20, 1949 June 19, 1950 2732
Jan. 10, 1949 Dec. 1, 1949 2657
June 2, 1949 June 1, 1950 2733
Aug. 16, 1948 Jan. 3, 1950 2661
Dec. 31, 1948 Dec. 31, 1949 2685
Sept. 30, 1948 Oct. 31, 1949 2664
May 2, 1949 Sept. 30, 1949 2631
Nov. 16, 1948 May 15, 1950 2725
Mar. 28, 1949 Feb. 27, 1950 2690
Feb. 7, 1949 May 29, 1950 2729
June 13, 1949 Mar. 27, 1950 2701
Mar. 8, 1949 Oct. 19, 1949 2626
July 1, 1948 July 7, 1949 2628
Mar. 1, 1949 Apr. 3, 1950 2705
Feb. 8, 1949 Mar. 9, 1950 2695
Mar. 30, 1949 Apr. 7, 1950 2700
Nov. 29, 1948 Dec. 6, 1949 2669
Oct. 28, 1948 Sept. 19, 1949 2624
Aug. 23, 1948 Oct. 11, 1949 2645July 6, 1948 Aug. 15, 1949 2662May 25, 1949 Apr. 10, 1950 2709A
May 11, 1949 May 15, 1950 2722Sept. 1, 1948 Aug. 1, 1949 2618Nov. 16, 1948 Nov. 4, 1949 2652July 6, 1948 Sept. 1, 1949 2641Dec. 27, 1948 Dec. 15, 1949 2672Oct. 14, 1948 Oct. 24, 1949 2647Feb. 23, 1949 Apr. 3, 1950 2708Jan. 10, 1949 Feb. 6, 1950 2679Feb. 1, 1949 Feb. 1, 1950 2678
July 1, 1948 July 5, 1949 2615
July 23, 1948 Oct. 3, 1949 2642Oct. 15, 1948 Oct. 3, 1949 2629Dec. 2, 1948 Nov. 1, 1949 2650June 1, 1949 Mar. 14, 1950 2697
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Department or Institution
DEPARTMENT OF PUBLIC HEALTH (Continued): 
Rutland State Sanatorium 
Westfield State Sanatorium
DEPARTMENT OF PUBLIC SAFETY
DEPARTMENT OF PUBLIC UTILITIES
DEPARTMENT OF PUBLIC WELFARE:
General Department 
Massachusetts Hospital School 
Tewksbury State Hospital and Infirmary
DEPARTMENT OF PUBLIC WORKS:
General Department 
Registry of Motor Vehicles 
State Airport Management Board
YOUTH SERVICE BOARD:
General Department 
Industrial School for Boys 
Industrial School for Girls 
Lyman School for Boys
From To
ReportNo.
Nov. 1, 1948 Dec. 1, 1949 2658
May 2, 1949 May 1, 1950 2718
Jan. 25, 1949 Dec. 9, 1949 2660
Sept. 1, 1948 Mar. 8, 1950 2693
Nov. 22, 1948 Mar. 2, 1950 2691
Mar. 15, 1949 Jan. 23, 1950 2676
Mar. 21, 1949 Dec. 12, 1949 2671
Mar. 15, 1949 May 12, 1950 2724
Oct. 26, 1948 July 5, 1949 2621
Apr. 25, 1949 Mar. 16, 1950 2698
Nov. 29, 1948 Nov. 17, 1949 2656
Mar. 28, 1949 May 8, 1950 2720
Dec. 21, 1948 June 1, 1950 2731
Oct. 13, 1948 July 18, 1949 2617
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Comments: The following comments exceptions and recommendations have appeared 
in audit reports issued during the 1949-1950 fiscal year mid have been listed  in the same 
sequence as the Schedule of Audits Completed — Fiscal Year 1949-1950.
GOVERNOR AND COUNCIL
ALCOHOLIC BEVERAGES CONTROL COMMISSION REPORT No. 2737
Inventory of Seized or Purchased Liquor: The previous audit rep o rts  have stated that 
seized or purchased liquor was not posted to the inventory reco rd  until it was destroyed, 
and it was noted that this procedure was still in operation. It is understood that future 
bansactions of this nature will be posted to the inventory record  on date of receip t at the 
office of the commission.
COMMISSION ON ADMINISTRATION AND FINANCE REPORT No. 2634
Allotment System: Previous audit rep o rts have covered, in considerable detail, op­
erations of the present allotment system  and have pointed out that the system  is both ex­
pensive to maintain and ineffective in its operations. Maintenance of the allotment system  
adds substantially to the work of the budget bureau, it requ ires the operation of additional 
ledgers by the C om ptroller's Bureau and every spending agency of the Commonwealth. In 
addition previous audit reports have demonstrated that allotment p rocesses have not only 
failed signally to reduce deficits but that deficits have actually increased since its  adop- 
tion.
A review of the allotment and related  records in the Com ptroller s Bureau indicate a 
Substantial increase in the number of allotment requests during the past two fiscal years.
In this connection, it was noted that during the current fiscal year funds are  being alloted 
bn a four month basis ra ther than the th ree  month basis form erly used. This is obviously 
An indication that an attempt is  being made to physically improve the operation of the allot - 
bient system by decreasing the number of transactions handled within the twelve month 
period.
The question has also been ra ised  in a previous report as to the constitutionality of 
the allotment system. The Constitution places with the General Court alone the power to 
Appropriate and, therefore, to be consistent it must be said that only the General Court 
has the power to decrease or withhold appropriations. Delegation of this power to an ap­
pointive official (the Budget Commissioner) is seriously questioned.
Encumbrance System: The previous audit rep o rt pointed out that under Chapter 636 
Of the Acts of 1947 which revised  Section 29 of Chapter 29 of the General Laws, the Comp­
troller was obviously required to maintain the p resent system  of encumbrances since that 
Amendment states that the Com ptroller:
".........shall refuse to perm it a disbursem ent or the incurring of an obli­
gation if funds.........sufficient to cover such disbursem ent or obligation..
. . .  are not available........."
Maintenance of the encumbrance system  has added expensive red tape to operations csf 
the financial controls of t i^e Commonwealth and has not provided any additional control.
In addition it has placed responsib ilities upon the Com ptroller that belong with the head of 
each spending agency.
Chapter 636 of the Acts of 1947 should be amended by striking out that part which r e ­
quires the Comptroller to maintain control over the incurring of obligations.
Deficiencies - June 30, 1949: As of a  recent date the C om ptroller's Bureau was holcl- 
ing $133,177.69 in unpaid obligations of the Commonwealth, incurred during the last fiscal 
Tear, which the Bureau has incorrectly , in most cases, labelled as deficiencies, and has 
idvised the various individuals and companies to whom these payments a re  due, that they 
cannot be paid until the General Court provides deficiency appropriations. In most in­
stances the label of ’’deficiency” is unfair to the State agency concerned, and it is  mani­
festly unjust to vendor, since appropriated funds a re  legally available to pay these obliga­
tions and are being withheld by a rb itra ry  action of the Commission on Adm inistration and 
Finance.
These so-called deficiencies fall into three  general categories:
1. $14,178.05 represen ts obligations for which no funds are  available.
These are  true deficiencies and will require legislative re lief.
2. $49,845.31 rep resen ts invoices received which are  in excess of
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amounts reverted  as of the end of the fiscal year, however, a sub­
stantial portion of these b ills could be paid immediately.
3. $69,154. 33 rep resen ts obligations which a re  less than the appro­
priated balances which were reverted  at the end of the fiscal year.
All of these item s could be paid immediately by the Commission on 
Administration and Finance.
The following points must be emphasized: (a) The substantial part of these obliga­
tions a re  being withheld from  payment by a rb itra ry  red tape created  within the Commis­
sion on Administration and Finance, (b) Such payments a re  not prohibited by any statute,
(c) Appropriated funds a re  available to pay these b ills , (d) Final clearance of these 
b ills under the term s of the ru les laid down by the Commission on Administration and 
Finance will involve lengthy and expensive legislative action, (e) Vendors a re  being un­
fairly  penalized by being forced to wait nearly a year for payment.
Attention is  further directed to the fact that under the provisions of Section 13 of 
Chapter 29 of the General Laws, which has not been recently amended, in previous years 
the Commission on Adm inistration and Finance has cleared  such bills for payment with­
out legislative action.
The following three examples were selected at random from  the records of the Com­
m ission for the year ending June 30, 1947:
Appropriation Amount Status
0101-18 $25 00 Paid in September, 1947. No 
amount had been reserved  for 
this payment.
0301-06 45 50 Paid in September 1947. 
amount reserved .
No
0403-07 60 32 Paid in September, 1947. 
$45.00 had been reserved  
the full amount was paid.
Only 
, but
The following le tte r , received by the Department of the State Auditor, gives a spec­
ified example of the type of payments now being withheld by the Commission on Admin­
istration  and Finance.
October 28, 1949
Gentlemen:
We are  having considerable difficulty in effecting payment of our 
invoices covering m ateria l shipped to the above activity during the 
months of March, April and May, 1949.
The invoice dates and amounts a re  as follows:
DATE a m o u n t
3/22/49 $ 399 93
4/26/49 52 92
5/ 9/49 286 02
5/24/49 261 04
4/26/49 254 02
5 / 9/49 402 44
$1,656 37
In discussing the m atter of payment with the Steward, we are  ad­
vised that payment of these invoices cannot be made before April of 
next year, due to lack of available funds. This circum stances was 
verified with the C om ptroller's office at the State House.
These shipm ents were made on bona fide purchase o rd ers  from 
the Commonwealth of M assachusetts. These o rders were for steel 
pipe, when this m ateria l was sca rce , but, in line with our policy of 
rendering prompt serv ice  and cooperation to all departm ents of the 
State at a ll tim es, we furnished this m aterial without question.
It does not seem  possible that we should now be asked to wait for 
payment covering these invoices until April 30, 1950 or until such 
tim e as the Legislature approves the 1950 appropriations.
P.D. 6 7
We, therefore, respectfully request that this m atter be reviewed 
by your office and the necessary action be taken so that payment of 
our account may be made promptly.
A copy of this le tter is being sent to the Myles Standish Division 
with a memo asking them to forward all necessary papers and in­
voices for your prompt handling.
Your cooperation in the above m atter will be appreciated.
Very truly yours,
Credit Department
Attention is directed to the fact that this o rder was originally placed during the fiscal 
year ending June 30, 1948, and that funds to meet this obligation were reserved  in the ap­
propriation of that year. Delivery of the goods was not completed because of m aterial 
shortages until May 24, 1949, but the bill was received for payment in the Commission 
on Administration and Finance on June 29, 1949. Despite these facts the funds reserved  
for payment were cancelled on June 30, 1949 and the vendor was told that he could not be 
paid without legislative action. It is also worthy of comment that in addition to the 1948 
encumbrance which was reverted , a total of $7,656.33 was reverted  in the sam e appro­
priation for the 1949 year.
It is recommended that the Commission on Adm inistration and Finance pay these 
bills without unnecessary reference to the General Court.
COMMISSIONER OF VETERANS’ SERVICES REPORT No. 2659
Reimbursements to Cities and Towns for V eterans' Benefits: It was noted that there 
was a substantial increase in expenditures within this classification between the 1948 and 
1949 fiscal years. This was occasioned by a change in statu te. Section 6 of Chapter 584 
of the Acts of 1946 which became effective on January 1, 1947 reads as follows:
"Subject to such decision and allowance, one half of the amounts of 
veterans' benefits paid to applicants having settlem ents in the c ities or 
towns making such payments, and all of the amounts of veterans' bene­
fits paid to other applicants, but none of the expenses attending the pay­
ment of such benefits, shall be paid by the commonwealth to the several 
cities and towns on or before November tenth in the year after such 
expenditures."
In conformance with this statute there  was paid from the 1949 appropriation the fol­
lowing amounts:
1947 Reimbursement $1,716,069 26
1948 Reimbursement 1,953, 545 51
$3,669,614 77
Henceforth reim bursem ent will be made on a current basis.
MASSACHUSETTS AERONAUTICS COMMISSION REPORT No. 2735
Reimbursement to Cities and Towns for A irport Construction Pro jects: During the 
current audit period funds were expended from special appropriations for construction 
work at various municipal a irpo rts within the Commonwealth. The Federal Government, 
the Commonwealth and the various m unicipalities concerned, participated in the program  
for airport construction projects in the approximate ratio  of 50%, 25% and 25% resp ec­
tively.
All contracts awarded under this program  a re  approved by the M assachusetts Public 
Buildings Commission and the M assachusetts Aeronautics Commission. The p rogress of 
the work is checked by engineers of the la tter agency.
Invoices are presented to the M assachusetts'A eronautics Commission by the m unici­
palities for reim bursem ent. During the current audit period, State expenditures under 
the special appropriations for these projects totaled $284, 296. 69.
Checks a re  sent by the Federal Government payable to the M assachusetts Aeronautics 
Commission as agent for the municipalities concerned. Total amount of Federal checks 
received during the audit period was $670,719.72.
The Commission deposits these checks in its own bank account and alm ost immedi-
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ately draws checks on this account payable to the several municipal a irp o rts  where work 
is being perform ed under the program .
Apparently the amounts awarded by the Federal Government under this program are 
not controlled by the Commonwealth to any extent.
The following schedule indicates the amounts of Federal and State Aid to Cities and 
Towns for a irpo rts from March 21, 1949 to June 20, 1950:
City or Town State Aid Federal Aid Totjll
W orcester $157,087 33 $343,010 90 $500,098 23
North Adams 31,403 54 93,964 44 125,367 98
Fall River 32,853 09 80,629 40 113,482 49
Lawrence 21,474 75 33,868 75 55,343 50
Chatham 12,795 12 41,386 84 54,181 96
Nantucket 10,001 34 22,920 11 32,921 45
Gardner 11,787 26 20,700 00 32,487 26
Pittsfield - 21,592 50 21,592 50
M artha's Vineyard 6,894 26 12,646 78 19,541 04
$284,296 69 $670,719 72 $955,016 41
A State aid payment to P ittsfield  is in process and will be made in the near future.
Bonding of Employees: It was noted that the checks for both State and Federal Air­
port P ro jects Accounts may be signed by one of the following employees:
The D irector of the Commission 
The Senior Accountant 
Senior Clerk
The senior accountant was the only one of the three  bonded. It is  recommended that 
a ll personnel authorized to sign checks be bonded.
MILITARY DIVISION OF THE EXECUTIVE DEPARTMENT REPORT No. 2637
Rifle Range at Camp C urtis Guild - Purchase of Land for Rifle Range: Chapter 291 
of the Acts of 1925 provides for a State Rifle Range and establishes a basis for fees to be 
charged. The chapter reads in part as follows:
"The sta te  quarte rm aste r, with the approval of the adjutant general, 
shall establish a system  of fees sufficient to provide for the entire  cost 
of maintaining said range plus five per cent per annum on the investment 
of the commonwealth therein, and shall file d rafts of such further legis­
lation, if any, as may be necessary  for this purpose with the clerk of the 
house of represen tatives not la te r than December f irs t  of the current year 
and at the same time file copies thereof with the budget com m issioner."
The records of the Arm ory Commission show that on February 16, 1926, the Com­
m issioners voted to award for damages the following amount
The Woburn National Bank $ 7,663 75
The Bay State M ilitary Rifle 
Association, Inc. . 57,336 25
$65,000 00
It was noted that for the 1949 fiscal year the provisions of Chapter 291 of the Acts of 
1925 were not met as is  indicated by Schedule No. VIII in this report which shows an op­
erating loss of 2.47% for the 1949 fiscal year.
Parking Perm it - State Land Adjoining the Commonwealth Arm ory: Chapter 627 of 
the Acts of 1947 authorized the Adjutant General, with the approval of the Governor - 
Commander-in-Chief - to perm it the use, for motor vehicles purposes, at certain  times, 
of the State land adjoining the Commonwealth Arm ory in the City of Boston. A permit 
was issued to the Commonwealth Avenue Parking Inc. for $2,000.00 per annum with op­
tion of renewal. This perm it was signed by the Adjutant General and was approved by
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Lieutenant-Governor, acting for the Governor.
A renewal of the perm it was granted to run from July 8, 1948 to July 8, 1949 for 
$2,000.00. This perm it was cancelled July 22, 1949 and was not renewed. In its place 
a permit was granted for the use of the space to the sam e company for $30.00 a day for 
specified days. In addition a charge was made of $1.00 a day for the use of e lectricity .
It would appear that the best in te rests of the Commonwealth would be served by a- 
warding this perm it to the highest bidder after inviting competitive bids.
Federal Participation Contracts: Service contracts between the Federal Government 
and the Commonwealth of M assachusetts, whereby the Commonwealth is reim bursed  75% 
of operating costs of certain installations, a re  as follows:
Contract Number Location
Amount To Be 
Reim bursed to 
Commonwealth 
by Federal 
Government
W19-093-NG10
W19-093-NG17
W19-093-NG23
W19-093-NG24
W19-093-NG11
W19-093-NG16
W19-093-NG22
W19-093-NG18
W19-093-NG21
W19-093-NG19
Aviation Facilities at Logan A irport 
Barnes Field at Westfield 
Curtis Guild Rifle Range at Wakefield 
Camp Edwards at Falmouth 
Commonwealth Arm ory, 925 Common­
wealth Avenue, Boston (151st A ircraft 
Control and Warning Group) 
Commonwealth Depot and Motor Park  at 
Natick
Fort Devens Airfield at Ayer 
Commonwealth Maintenance Depot, 
W hittemore Maintenance Center at Ayer 
601st Signal Light Construction Company 
at W orcester
Commonwealth Armory at Boston (181st 
Engineers Aviation Company)
$18,000 00 
18,000 00 
13,500 00 
4,500 00
3.750 00
30,000 00 
4,500 00
11,062 50
3.750 00
3.750 00
Accounts Receivable - Federal Participation: Two charges totalling $2,356.08 did 
not appear in the accounts receivable. These charges were in excess of their respective 
contracts and the Federal Government has refused to pay them. It is suggested that this 
matter be turned over to the Attorney General for disposition.
Balance in Hurricane and Flood Relief Appropriation: A balance of $250. 00 which 
has been carried in this account on the books of the Division was reverted  on August 29, 
1949 to General Revenue.
OUTDOOR ADVERTISING AUTHORITY REPORT No. 2689
Employees Bonded: It was noted that although a senior clerk  is bonded for $2,000.00, 
another clerk handling considerably m ore money is not bonded. It is suggested that all 
employees handling funds be bonded.
Records of Board Meetings: An examination of the minutes of the board meetings 
showed that a board member was paid for the meeting of December 2, 1948 although she 
was not in attendance.
General Bookkeeping: It was found to be impossible to tie  up renewal application 
cards with the cash book records due to the failure of many firm s and individuals to r e ­
turn these cards to the office.
Stubs of renewal perm its could not be tied up to the cash book en tries as many p e r­
mits were voided and the stubs were not so endorsed.
It was noted that the renewal cards of one company indicate perm it renewals totaling 
$75.00 - only $3.00 appears on the cash book; however, this balance has been outstand­
ing since June 1949 and apparently no attempt has been made to collect it.
It is suggested that when a receipt is  made out for payments that it indicate the v a r­
ious kinds of application or perm it paid for.
An analysis of renewal perm its issued through inventories show that 52 perm its were 
issued in excess of the cash book receipt.
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In addition to these 52 perm its it was noted that an entire  perm it book (22951 to 23100) 
could not be located although the previous inventory showed that the book was on hand at 
that tim e, and thirteen perm its (27888 to 27900) were not filled out and the original copy 
of each one was m issing.
The condition noted herein indicates a certain  laxness in handling perm its, renewals, 
etc. It is advised that steps be immediately taken to tighten all controls so that this type 
of problem will no longer develop.
The previous audit report commented on the condition of the cash book. During the 
course of the audit a representative of the Com ptroller’s Bureau reviewed the situation 
and recommended that a new book be obtained and used exclusively for income. This 
would allow ten columns for analysis. The present book would be continued as a general 
cash book.
PORT OF BOSTON AUTHORITY REPORT No. 2675 .
T ravel Expense Accounts: The past two audit reports have discussed, in more or 
less detail, expenditures made by the Port Authority which had not been properly vouched 
and also many item s of questionable propriety. It was noted in these reports that the Pott 
Authority had been given wide latitude by statute, which ostensibly covered these expendj*- 
tu res . In this respect it was suggested in the previous report:
v......... the C om m issioners exercise more re s tra in t and install more
thorough supervision over expenditures particularly  in the m atter of 
travel vouchers."
As no improvement in this m atter was noted, attention is again directed to it.
Authorization for and Status of Bond Issues: Section 10 of Chapter 619 of the Acts of 
1945 provides in part as follows:
’’Section 10. Subject to the conditions herein imposed for the pur­
pose of purchasing s ites and p ier locations and for the construction 
thereon of p ier facilities under authority of chapter ninety-one A of 
the General Laws, inserted  therein by section three  of this act, the 
state  tre a su re r  shall, upon request of the Authority and with approval 
of the governor and council, issue and se ll at public or private sale 
bonds of the commonwealth, reg is te red  or with in te rest coupons a t­
tached, as he may deem best, to an amount to be specified by the 
Authority from time to tim e, but not exceeding, in the aggregate, 
the sum of fifteen million d o lla rs .........”
Status of bonds authorized under this statute follows:
Amount authorized 
Bonds authorized:
Hoosac P ie r and Grain Elevator Property:
Bonds Issued $5,000,000 00
Improved P ie r and 
Grain Facilities,
East Boston:
Bonds Issued 3, 500,000 00 $8,500,000 00
Bonds Authorized - Not 
Issued:
Boston and Albany 
P ie rs:
East Boston 
Castle Island 
T ransferred  to 
Boston Harbor 
Term inal Facil­
ities Loan Fund
$4,000,000 00
1,200,000 00
1,300,000 00 6, 500,000 00
$15,000,000 00
$15,000,000 00
Expenditures and Encumbrances under Bond Issue: The State T reasu re r in compli- 
Irnce with requests from the Authority has issued bonds totaling $5,000,000.00 to June 3Q, 
1949 in o rder to carry  on the work at the Hoosac P ie r and Grain E levator. The following 
Is a sum m ary of expenditures and encumbrances to June 30, 1949 under these items:
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Amount authorized and bonds issued $5,000,000 00
Expenditures and encumbrances 4,071,622 54
$928,377 46
Payments Encumbrances Total
Payments and Liabilities:
Cost of sub-structure $ 936,290 33 $ 620,814 67 $1,557,105 00
Purchase of Hoosac P ier 1,042,176 00 - 1,042,176 00
Excavating, dredging
and filling 368,163 34 " 368,163 34
Purchase of grain
elevator 100,000 00 - 100,000 00
Engineering agreement 90, 596 97 27,403 03 118,000 00
Personal serv ices 85,277 19 - 85,277 19
Expenses 24,479 05 222 10 24,701 15
Demolition grain elevator
and buildings 18,700 00 - 18,700 00
Test borings 2, 957 86 - 2,957 86
Battery charging building 20,021 22 45,490 78 65,512 00
Repairs to elevators 295 38 394 62 690 00
Testing m aterials at
Hoosac 2,247 13 3,752 87 6,000 00
Machinery for handling
grain 10,275 00 4,725 00 15,000 00
Construction of super-
structure - 667,340 00 667,340 00
$2,701,479 47 $1,370,143 07 $4,071,622 54
Hoosac P ier: Chapter 619 of the Acts o f 1945 also places the following lim itations 
upon expenditures from funds provided by borrowing:
".........no construction, to be paid for from the proceeds of the bond
issue hereby authorized, shall be done unless the Authority shall have 
first executed a written contract, approved by the governor, with a 
responsible party providing for the lease of said property, the m ini­
mum requirem ents of which shall be at a ra te  sufficient to am ortize 
sixty per cent of the actual cost to the commonwealth of the facilities 
included in the lease, over a period not to exceed twenty years, which 
contract may provide that at the expiration of the term  of the lease it 
may, at the option of the lessee , be renewed for a further period of 
twenty years and provided, fu rther, that no expenditure or commit­
ment from the proceeds of said bond issue in excess of five million 
dollars shall be made without further authorization by the general 
court therefor............ "
In this connection the previous audit report stated:
"The Legislature in this section required a twenty-year lease of 
planned new construction before such construction is initiated. If 
such provisions are  met by the Port Authority, recovery of at least 
sixty per cent of public funds so expended is  assured , and the sec ­
tion further acts as a curb on unrestrained and non-essential con­
struction.
"The Port Authority, ignoring the provisions of this section, has 
initiated construction of a new pier to replace the Hoosac P ier and 
has leased the new pier to a ra ilroad  for only five years.
"Evidently there existed some doubt in the mind of the Port Au­
thority as to the legality of this procedure, since on February 8,
1946, the Chairman of the Authority asked the Attorney General the 
following question:
'May construction to be paid for from the proceeds of a bond 
issue authorized by Section 10 of Chapter 619 of the Acts of 1945 
entitled "An Act abolishing the Boston Port Authority, and estab­
lishing a Port oi Boston Authority Hpfining its  powers and
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duties", be done if the Port of Boston Authority shall have firs t 
executed a written contract, approved by the Governor, with a 
responsible party providing for the lease of said property for a 
term  - -  for example, five years — shorte r than twenty years 
and shorte r than the maximum term  of said bonds — for exam­
ple . fifteen years - -  and at a ra te  sufficient to am ortize sixty 
per cent of the actual cost to the Commonwealth, of the facili­
ties included in said lease , over a period not exceeding twenty 
y e a rs? '
"In his reply dated February 21, 1946, the Attorney General did 
not settle  the question, but stated  in part:
' .........While I am of opinion that said Chapter 619 does not r e ­
quire a lease entered into before beginning construction of a 
port improvement to be self-liquidating during its te rm , the 
possibility cannot be ignored that a different construction might 
be reached in the event of litigation .'
"Despite this ambiguous reply, the Port Authority on the strength 
of a five-year lease has committed public funds to the erection of the 
p ier, and the situation today is further complicated by the fact that 
the lease signed with the ra ilroad  on April 17, 1947, sta tes in part.
. . . I n  no event shall the Commonwealth be required to expend 
m ore than the sum of two million, six  hundred thousand dollars 
for the cost of the pier fa c ili t ie s . '
In th is connection attention is  called to the fact that apparently the cost of the con­
struction  of the pier and its facilities was g reater than originally estim ated, and a new 
lease  was entered into in May 1949, reading, in part, as follows.
"Yielding and paying during said term  a  ren ta l equal to three per cent 
of the actual cost of the p ier facilities, to the Commonwealth as that 
te rm  is used in Section 10 of Chapter 619 of the Acts of 1945, provided 
that such actual cost which shall include the cost of acquiring the land 
shall in no event exceed four m illion four hundred eight thousand two 
hundred eighty nine dollars ($4,408,289.00)........."
Hoosac P ie r Grain Elevator P roperty: This property was purchased from the Bos- 
ton and Maine Railroad for the sqm of $100,000.00 in accordance with an agreement dated 
April 1948. The cost of additions and a lterations totaled $425,000.00, making an aggre­
gate cost of $525,000.00. A lease was executed with the Boston and Maine Railroad for 
ren ta l of the elevator upon completion, at a ren ta l equal to 3% of the cost of the elevator 
and additions and a lterations for a te rm  of twenty years.
Purchase of Boston and Albany P ie rs  -  East Boston: Chapter 545 of the Acts of 1948 
sta tes in pa rt as follows:
"Subject to the conditions imposed by section ten of chapter six hun­
dred and nineteen of the acts of nineteen hundred and forty-five, the Port 
of Boston Authority is  hereby authorized, for the purpose of purchasing 
s ites  and pier locations and the construction thereon of pier facilities 
under authority of chapter ninety-one A of the General Laws, to raake 
comm itm ents and expenditures, without further authorization by the 
general court therefo r, from  the proceeds of the bond issue provided 
for by said section ten up to but not in excess of the amount of seven 
m illion five hundred thousand dollars, such amount to be in addition to 
the amount heretofore authorized to be expended from said proceeds.
Following is  a statem ent of disbursem ents and encumbrances under this authorization:
Amount authorized 
Bonds not issued
Bonds issued
$7,500,000 00 
4,000,000 00
$3,500,000 00
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(Continued) Payments Encumbrances Total
Payments and liabilities:
Land $3,000,000 00
Architects and appraisers _______ 146 00 $654 00
$3,000,000 00 
9Ô0 00
$3,000,146 00 $654 00 $3 ,00», 600 00
Balance available $499,200 00
Actual construction of this project has not yet begun.
A lease for the East Boston P ie r facilities dated July 1, 1949 was properly approvad 
by the Governor and Council and b ears the seal of the Secretary of the Commonwealth. 
The purchase price of the facilities was $3,000,000.00. The facilities consist of four 
piers and one open pier. P ier #2 was demolished, hence the estim ated value of the lanfl 
under or about the demolished pier was deducted from  the purchase price upon which the 
lessee pays 3% annual rental, on the interim  lease, computed as follows:
Cost of land $3,000,000 00
Value of P ie r #2 175,000 00
Net Cost $2,825,000 00 @ 3% equals $84,750 00 annually.
The remaining p iers a re  apparently in good condition and will probably requ ire  no 
major repairs. They are  presently in use.
At the expiration of this interim  lease - when the P o rt Authority has completed the 
new pier - a lease for twenty years (with option for renewal) will be in force. This 
lease provides for annual rental of 3% of the cost of construction, based on the following 
tentative figures:
Purchase price $3,000,000 00
Value of Commonwealth lands 145,000 00
Estimated maximum cost 4, 500,000 00
$7,645,000 00
Mystic P ier Lease: The purchase price  of this facility, which was approved by the 
Governor and Council on September 1, 1948, was $1,345,000.00.
An interim  lease was granted to the lessee , the Boston and Maine Railroad, on Oc­
tober 23, 1948. There is no ren ta l paid by the lessee  during this interim  period. The 
following excerpt from a memorandum to the Acting D irector of the Port Authority from 
the Chief Engineer, dated February 16, 1950, follows:
"In lieu of a renta l on the Mystic property acquired for the proposed 
pier facilities during the interim  period between acquisition and con­
struction, the lessee  agreed to maintain and operate the grain elevator 
facilities for a period of approximately two y ears . Although the e s ti­
mated cost of $100,000.00 for the annual maintenance of the grain fa­
cilities appeared high, there was no definite way of determining the 
cost. In my opinion, the cost would be n eare r $80,000. 00.
"There is apparently no question that the grain facilities were in 
very bad shape. It is the intention of the Authority, after completion 
of the Hoosac facilities, to demolish and remove the Mystic grain el­
evator facilities because they are  in such poor condition.
"It was decided by the Port Com m issioners in July, 1948 that it 
would be to the best in te rest of the Commonwealth to have the lessee  
maintain the grain facilities in lieu of paying ren t for the p ier. It ap­
peared that the benefits to the Commonwealth would be far g rea ter by 
this arrangem en t."
A twenty-year lease to begin when the activity is completed was approved on De­
cember 8, 1948.
Terminal O perators, Incorporated: On November 1, 1946, the Port Authority 
granted a perm it to Term inal O perators, In c ., to operate the Castle Island Term inal
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for the handling oi com m ercial cargoes.
Until June 30, 1948, under the te rm s of the lease the Port Authority was to receive 
75% of the net income from operations of the term inal as rental.
A contract dated July 1, 1948 with this corporation provides as follows:
To pay the Port Authorities $1,500.00 per month (base payments) and,
in addition to make pay m en ts .........a fter making deductions hereinafter
provided f o r .........equal to the percentages of net income, as herein­
after defined, of the licensee from  the use and operation of the prem ises 
for each full year in f o r c e .........
53% of the amount of such net income not in excess of $60,000.00 
58% of the amount in excess of $60,000.00 but not in excess of $70,000.00 
65% of the amount in excess of $70,000. 00 but not in excess of $80,000.00 
75% of the amount in excess of $80,000.00
Under this agreement the following is a computation of the income accrued to the Port Au­
thority to June 30, 1949:
Total revenue by Corporation 
Less:
Expenses
$156,795 57 
90,721 27
Net Income $66,074 30
53% of $60,000.00 
58% of $6,074.30
$31,800 00 
3, 523 09
Amount due the Authority $35,323 09
Payments in 1949 
Less:
Paid a /c  1948 
Paid a /c  1949
$38,815 57 
20,815 57 
$18,000 00
Due a /c  1949 
Paid a /c  1949
Balance due June 30, 1949
$35,323 09 
18,000 00
$17,323 09
Old Licenses and Perm its: The Port of Boston Authority "inherited" the balance of 
licenses and perm its which had been issued by the Department of Public Works, Division 
of W aterways. Many of these a re  quite old, and while some have been paid and others 
sent to the Attorney General for disposition, some old accounts still rem ain open on the 
accounts receivable. This m atter was discussed with the Real Estate Department of the 
Authority, and it now appears that these accounts will be cleared up in the near future by 
billing all of them and refe rrin g  the unpaid ones to the Attorney General for disposition.
Accounts Receivable: Reference was made in the previous audit report to an unpaid 
account with the United States Navy of $57,954. 15. During the period of this audit, this 
amount has been collected.
Attention was also called in that audit report to an open account against the New 
York, New Haven and Hartford Railroad Company, covering charges for trackage in the 
amount of $22,283. 15. This b ill was also paid, together with trackage charges to No­
vember 1948, totaling $24,954. 42. On the date of audit there remained due from the Rail­
road covering current trackage charges, the amount of $5,382. 98.
Tidewater Displacement Charges: Charges for tidewater displacement are based on 
a maximum of $. 37 1/2 per cubic yard. This charge was based on the cost of this dredg­
ing as of several years ago. It is understood that this present cost is approximately 
$.70 per yard. It is  suggested that consideration be given to increasing this charge to 
one more nearly com m ensurate with curren t dredging costs.
Boston Harbor Term inal Facilities Loan Fund: This fund was established by Chapter 
714 of the Acts of 1941 and was tran sferred  to the Port of Boston Authority by Chapter 619 
of the Acts of 1945. The following is a sum m ary of activities in this fund as of June 30,
1949:
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Original authorization 
T ransferred  from Boston Harbor 
Facilities Loan Fund
Total authorization
Total authorization 
Bonds not issued 
Bonds issued and alloted 
Expenditures and liabilities
Balance available
$4,700,000 00
1.300.000 00
$6, 000,000 00
$6 , 000,000 00
4,400,000 00
1.600.000 00 
1,502,135 04
$97,864 96
Expenditures and liabilities: Expenditures L iabilities Total
Submarine inspections 
Test borings 
Driving test piles 
Land
Architects and appraisers
Salaries
Expenses
$ 3,378 75
3,234 49 
4,835 65
1,345,000 00 
21,471 10 
10,591 13 
1,570 06
$1,390,081 18
$ 1,131 25 
826 86 
853 35
109,106 40
136 00 
$112,053 8«
$ 4,510 00
4,061 35 
5,689 00
1,345,000 00 
130,577 50 
10,591 13 
1,706 06
$1,502,135 04
Sale of Land to United States Government: While the Division of W aterways was the 
controlling agency, land adjoining the Fore River Shipyards in Quincy was taken over by 
the Federal Government. This land had form erly been leased by the Commonwealth to an 
individual. After several y ears of litigation the case was settled and a check in the a- 
mount of $85,000.00 was received by the Port Authority in full settlem ent of all claims 
arising from this m atter.
Leases and Perm its: It was noted that the policy of the P o rt Authority has appar­
ently changed in regard  to ren ta ls of property under its  jurisdiction.
Hitherto, many of the parcels were rented under perm its. The present policy is to 
let these properties out under leases of five y ears o r longer.
The leases also provide for the lessee  to pay local rea l estate  taxes.
There were three  perm its for parce ls of land which appeared to be proper subjects 
for leases ra ther than perm its. They were discussed with officials of the Authority who 
indicated that these parcels a re  quite valuable. They further indicated that they did not 
wish to be bound by a long term  lease . There is apparently a  likelihood that substantial 
facilities may be planned for these properties by others, in which event the Authority 
would be in a better position than if these p roperties were presently under leases.
The properties involved are  presently rented by:
Contract Haulage, Inc.
R. S. Brine Transportation Company 
Denman Transportation Company 
T. F. Kearney
Property Owned by the Port Authority: The following schedule prepared by the En­
gineering Division shows the property now owned by the Port of Boston Authority on Feb­
ruary 9, 1950:
BUILDINGS
SOUTH BOSTON VALUATIONS
AREA IN 
SQUARE FEET
Pile P ie r (Grasselli) $
Heating Plant and Chimney 
Bosun's Locker 
Shed Under Viaduct 
E Street Storehouse 
E Street Storehouse (Platforms) 
Boilerhouse 
G rasselli Building
22,500 00 15,000
41,000 00 4,840
1,800 00 240
22,000 00 6,250
139,000 00 178,000
23,500 00 18,000
6,500 00 2,500
25,000 00 15,000
16 P.D .6
(Continued)
SOUTH BOSTON VALUATIONS SQUARE FEET
Commonwealth P ie r No. 5:
Building $3,060,000 00 421,200
P ie r Solid Portion 1,207,000 00 345,000
P ie r & Platform  
Commonwealth P ier No. 6:
438,000 00 135,000
P ie r Solid 720,000 00 360,000
EAST BOSTON PIERS
Commonwealth P ie r No. 1: 
P ile  P ie r & Buildings 
New York Central R. R.
203,975 00 40,975
Buildings, T racks, P ie rs , 
T ransit Sheds, W arehouses, 
Grain E levator, Conveyor 
Gallery, Machinery, Boiler 
House, etc. 1,600,000 00 NO ESTIMATE
CHARLESTOWN
Hoosac P ie rs:
Grain Elevator (Building) 
Mystic
100,000 00
(No value on Buildings) -
TOTAL $7,610,275 00
Total Unoccupied office space in Commonwealth P ier No. 5 
Building - 7,403 square feet.
LOCATION VALUATION
LAND
AREA IN 
SQ. FT. OCCUPIED UNOCCUPI
SOUTH BOSTON:
P ie r No. 5: 
Docks 924,000 00 420,000 420,000
P ie r No. 6: 
Docks 593,250 00 660,000 660,000 _
Land 230,000 00 177,100 177,100
Railroad Yard 
F la ts :
Land 9,104,900 00 3,200,530 2,330,117 870,413
Flats 66,000 00 355,728 355,728 -
Castle Island: 
Land 2,700,000 00 3,332,340 3,332,340 -
South Bay: 
Land 209,900 00 262,366 69,734 192,632
Flats 9,700 00 64,970 - 64,970
Docks 3,600 00 36,000 30,016 5,984
EAST BOSTON:
P ie r No. 1: 
P ie r 20,487 50 40,795 Under lease)
Land 58,340 00 58,340 ) -
Docks 16,578 50 33,157 )
N. Y. C.
R. R . : 
Docks) 1, 545,000 00 1,008,209 Under lease) _
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(Continued)
Land 507,736 Under Lease) 
562,858 )Pile Pier)
CHARLESTOWN:
Hoosac P iers: 
Pile Pier-Land, 
Docks $ 1,161,900 00 663,415 Under Lease
Mystic P ie rs, 
Land, Docks 1,345,000 00 Ihder Lease
TOTAL $17,988,656 00
PUBLIC BEQUEST COMMISSION REPORT No. 2682
It is noted that the total amount accumulated in this fund since September 1, 1929 is 
only $3,601.81. Since no payments may be made from the fund until the principal amounts 
to $500,000.00, it is apparent that unless contributions a re  increased to a far g rea ter ex* 
tent than those which have been received to date, there  is little  likelihood that the purpose 
for which the fund was created will ever be carried  out.
SOLDIERS' HOME IN CHELSEA REPORT No. 2639
Appropriations: State appropriations made to this hospital a re  derived from  the Vet^ 
erans’ Service Fund. Under Public Law 531 of the 8Qth Congress $500.00 per patient per 
year is now available to the institution from  the Federal Government. After June 30,
1951, however, only $300.00 per patient per year will be made available to the institution 
by the Federal Government.
In prior years the money received from  the Federal Government was added to the Ap­
propriation Account and alloted in the regular routine m anner. Beginning with the 1948- 
1949 fiscal year the Commonwealth made the appropriation for the hospital, which re p re ­
sented the total amount available to the hospital for the fiscal year. The money received 
from the Federal Government was then recorded as income to the Veterans' Service Fund 
and was not made available to this institution in kind.
Bonding Employees: It was noted that a head c le rk  who is the acting trea su re r  of this 
institution is the only employee bonded. It is recommended that a ll employees who handle 
cash be bonded.
Inventory Adjustments: It was noted that inventory adjustm ents are  being made through 
the issues column on the stock ledger, increasing the issues for shortages and decreasing 
the issues for overages. It is recommended that the procedure of handling adjustm ents as 
authorized in the Accounting Manual issued by the C om ptroller's Bureau be followed.
Accounts Receivable Control Account: In making an analysis of the Accounts Receiv­
able Control account it was noted that the income received from the Federal Government 
was not recorded in this account. It is  recommended that a ll income be recorded in the 
Account Receivable Control account as required by the C om ptroller's Bureau.
Canteen: The canteen at this institution is privately owned and operated. No rent is 
paid for the space occupied by this concession and no audit was made of the reco rds. In 
this connection it was noted that a monthly donation is being made by the canteen operator 
to the "Donation Account" of the institution.
Three civilians and one member of the home a re  employed by the canteen as clerks 
and as such receive compensation for serv ices rendered. The m erchandise is apparently 
sold at regular re ta il m arket p rices. The canteen appears to be of considerable size. It 
operates a refreshm ent counter and has available for sale stocks of candy, tobacco, toilet 
articles, jewelry, etc. Checks a re  also cashed for the convenience of employees and 
members and a sm all fee is charged for th is serv ice . The canteen is open every day in 
the year. It is recommended that a complete study be made of the operation of the can­
teen to determine the possibility of having the canteen operated by the institution so that 
all profits from canteen operations may be expended for the benefit of the patients and 
members of the hospital. This step is immediately advisable since the new hospital con­
tains extensive canteen facilities built at the expense of the Commonwealth. It was also 
noted that on August 9, 1949, the Board of T rustees ordered a survey of the canteen to be
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Instituted under the direction of the Commandant, however, the o rder does not indicate the 
purposes of the survey.
Legacy Fund - Income on Endowments: The General Ledger includes an accoont called 
"Income on Endowments. " The balance of this account, however, represen ts both princi­
pal and income cash.
This account is credited with the following item s:
In terest and Dividends on Securities
Receipts from Sale of Equipment Originally Purchased for th is Fund
Miscellaneous Receipts
This account is also charged with the following item s:
Expenditures for the Benefit of Veterans of the Soldiers' Home
Service Charges of the Old Colony T rust Company for Administering 
Account
Net Loss on Sale of Securities
Accrued In terest on Purchase of Securities
It is advised that in place of this one account three separate accounts should be car­
ried  in the General Ledger as follows:
Income on Endowments
Miscellaneous Receipts and Expenses
This will obviously make for bette r accountability of the item s presently being grouped 
in the one account.
Deceased M em bers ' Funds: Included in M embers' Personal Funds on the date of 
audit was the amount of $250.00 representing funds of four deceased mem bers. While tht 
audit was in p rogress this amount was disbursed.
Bank Deposit of M em bers' Funds: On the date of the current audit there was a cash 
balance in the so-called  "M em bers' Funds" of $27, 952. 57, including $360. 27 represented 
by cash in the institution office, the balance of $27, 592.30 was on deposit in a commercial 
account in the National Shawmut Bank of Boston and this balance represented monies be­
longing to 104 individuals. This balance, of course, earns no in terest. In this connection 
it was suggested to the institution authorities that the account be transferred  to a depositor 
o r account where in te res t might be earned. In this respec t, the following letter was sent 
to the Com missioner of Adm inistration and Finance seeking advice in this matter.
Thomas H. Buckley, Commissioner 
Adm inistration and Finance 
State House
Boston, M assachusetts 
Dear Sir:
In accordance with the instructions of a recent report of the Auditor 
of the Commonwealth, it has been recommended that the deposit funds 
presently  held in our patients' account be placed at a  bank which will 
insure the full deposit. It is further recommended that we select a 
bank which will pay an in te rest on the full deposit.
We have contacted the Lincoln National Bank of Chelsea and they 
have offered us insurance on the full amount of our deposit. Fu rther, 
they offer us 1% in terest on the full deposit.
I respectfully request an opinion from  your Department as to the 
means of deposition of the in te rest from  the patients' account. It 
would be virtually im possible to c redit the individual accounts with 
the in te rest thus received. In view of the fact that it would be approx­
im ately $250.00 per year, we would like to c redit it to the Patients'
Donation Account so that it may be used for the benefit of patients.
Yours very tru ly ,
John L. Quigley
jlq:mtw Commandant
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Under date of October 14, 1949, the following reply was received indicating that the 
individuals be credited with in terest actually earned in their respective balances:
COMMONWEALTH OF MASSACHUSETTS 
Commission on Administration and Finance 
State House 
Boston 33, Mass.
October 14, 1949
Mr. John L. Quigley, Commandant 
Soldiers' Home 
Chelsea 50, Mass.
My dear Commandant Quigley:
In reply to your le tter of October 13, I do not believe that the Com­
monwealth is entitled to the in terest which will be received on the de­
posit of funds at the Lincoln National Bank and that despite the incon­
venience involved the amount must be credited to the accounts of the 
individual patients whose funds a re  deposited under the general deposit 
of the Soldiers' Home for the account of various patients.
It is my feeling that if you discuss the m atter with the Lincoln Na­
tional Bank of the tabulation of the total in te rest due on the deposit that 
they will be able to subdivide that in the amounts which are  originally 
deposited to make up the total deposit and that amount then can be c red­
ited on your books to the account of the patient for whom the money is 
originally deposited.
Very sincerely  yours,
s /  Thomas H. Buckley 
Thomas H. Buckley
THB/aef Commissioner of Administration
The methods to be employed in making a determ ination of the average account balance 
between interest dates, would undoubtedly involve a great deal m ore expense than the totall 
monies involved. Rather than proceed with this arrangem ent, it is suggested that the opin­
ion of the Attorney General be obtained.
Small Donations Fund - Saving Account: On the date of audit there was a cash balance 
in this Small Donations Fund totaling $30,192. 99. This cash was held as follows:
Cash in Office $ 256 74
Cash in Banks:
Chelsea T rust Company - Savings Account $29,785 76
National Shawmut Bank - Com mercial Account 150 49 29, 936 25
$30,192 99
It was noted that in terest credited on the savings balance at the ra te  of 1% per annum is 
only credited on the f irs t $5,000.00 of the balance. This arrangem ent is in compliance 
with banking regulations. It is , therefore, advised that several accounts be opened in 
local banks with balances of approximately $5,000.00 each so that the full amount of bank 
interest may be properly credited.
STATE RACING COMMISSION REPORT No. 2649
Unclaimed Pari-M utuel Tickets: At the date of audit, the value of unpaid pari-m utual 
tickets for the 1948 year was $68,895.80. This amount, subject to change due to tickets 
being redeemed at a later date will be payable to the Commonwealth early  in 1950. Checks 
totaling $77, 677. 60 were received from  the various associations early  in 1949 covering 
the unpaid pari-m utuel tickets for the racing year of 1947.
These unpaid tickets are  under continuous audit by the com m ission 's accountants un­
til they are finally turned over to the Commonwealth.
Agricultural Purposes Fund: This fund originates in the rece ip ts from  commissions 
and breakage from  racing at fa irs  and is  provided for by Chapter 390 of the Acts of 1947 
as amended by Chapter 319 of the Acts of 1948.
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The amount of $75,202.44 was received from fa irs held in the 1949 year and has 
been credited to this fund.
Changes in Commission Rates: It was noted that Chapter 294 of the Acts of 1949 
provides for increases in ra te s  effective May 13, 1949, as follows:
Horse Racing P rio r to May 13, 1949 After May 13, 1949
1st $700,000 3 1/2% 3 1/2%
$700,000-800,000 4% 4 3/4%
800,000-900,000 4 1/2% 5 1/4%
900,000 and over 5% 5 3/4%
Total 1% 2%
Dog Racing
1st $75,000 3 1/2% 3 1/2%
$75,000-110,000 5% 5%
110,000-140,000 6% 6%
140,000-250,000 n 7%
250,000-375,000 7 1/2% 8 1/4%
375,000 and over 8% 8 3/4%
Total 1% 2%
Harness Horse 
Racing
1st $400,000 3 1/2%
$400,000-450,000 4%
450,000-500,000 4 1/2%
500,000-550,000 5%
550,000-600,000 5 1/2%
600,000-650,000 6%
650,000 and over 6 1/2%
Total n
3 1/2%
4 3/4%
5 1/4%
5 3/4%
6 1/4%
6 3/4%
7 1/4%
2%
STATE SUPERINTENDENT OF BUILDINGS REPORT No. 2614
Assignment of Rooms in State House and Elsewhere: Section 10 of Chapter 8 of the 
Tercentenary Edition of the General Laws, as amended by Section 4 of Chapter 249 of the 
Acts of 1938, and Chapter 440 of the Acts of 1943, re ferring  to the Superintendent of 
Buildings, states:
"He shall, under the supervision of the governor and council and with 
the approval of the comm ission on adm inistration and finance, assign the 
room s in the sta te  house and room s elsewhere used by the commonwealth, 
and may determ ine the occupancy thereof in such manner as the public 
serv ice  may r e q u ir e : ........."
In conformance with the foregoing statu te, certain  private serv ice  enterprises have been 
allotted ren t-free  spâce in the State House.
SECRETARY OF THE COMMONWEALTH
General Departm ent REPORT No. 2643
General Court Manuals: Section 11 of Chapter 5 of the Tercentenary Edition of the 
General Laws, as amended, provides for the printing and distribution of a manual for the 
General Court. Under the statute not m ore than 10, 500 copies a re  to be printed in every 
odd-numbered year and any balance remaining after distribution to certain  specified per­
sonnel, may be sold by the State Secretary to the general public at cost.
The present practice is  for the clerk  in charge of the Public Document Division to es­
tim ate the number of manuals which will not be distributed and record that number in the 
stock ledger to be offered for sale at $1.25 each. This estim ate may be revised from 
tim e to tim e as a la rger number of free copies may be requested by those persons entitled 
to them than was at f irs t anticipated. The funds derived from the sale of the manuals to 
the general public a re  turned over to the State T reasu re r. However, since there is no
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time limit placed upon the free distribution, the number available for sale cannot be def­
initely known, nor can the number of manuals sold be verified.
It is therefore recommended that a ll printed copies be taken into stock and recorded 
as such in the stock ledger which provides for both free issues and sold copies.
Stock Ledger in the Public Document Division: It was noted that no entry is made in 
the stock ledger for charge sa les and shipments on consignment until the cash is actually 
received. This method hampers the stock ledger control of inventories by preventing 
stock ledger balances from being in agreement at a ll tim es with the actual stock on hand.
It is also recommended that all sa les and consignment shipm ents be recorded in the 
stock ledger at the time the sale or shipment is made.
General Cash Book
Recording of Current and P rio r  Year Refunds: It was noted that the previous audit 
report recommended that refunds of receip ts, and current and prio r year refunds, be sep­
arated. This suggestion has been followed. It is further suggested, however, that the 
current and prior year refunds be recorded in the regular chronological o rder in the cash 
book. It is also suggested that columns be provided for the recording of these refunds.
Cancelation of Refunds on Account of Income: It was noted that when a refund is can­
celed the amount is not recorded in the regular section of the cash book. It is recom ­
mended that such canceled refunds be recorded chronologically as the transaction occurs.
Archives Division
Cash Book: It was noted that the cash book of this division does not have any re fe r ­
ence to sales book numbers. This om ission is contrary to good accounting procedure. It 
is recommended that the sa les book num bers be inserted  on the cash book in a column so 
designated.
Accounts Receivable: It was also noted that there  is  no adequate and complete record  
of Accounts Receivable in this division. In, o rder to get a listing of Accounts Receivable 
under the present system  a detailed verification of a ll the sa les slips issued is necessary .
It is suggested that an Accounts Receivable ledger be installed.
Recording of Bad Checks: The previous audit rep o rt commented on the method of r e ­
cording these items and suggested that the routine be corrected . In this connection it was 
noted that these bad checks a re  now being recorded in a satisfactory  manner.
Vital Statistics: During the Course of the curren t audit, it was noted that certain  non'- 
state employees, located within the State House were engaged in the preparation of vital 
statistics reports. The rep o rts , prepared from  State reco rds, under a private contract 
between the Secretary of State and the Federal Government National Office of Vital Statis­
tics are paid for by the lattgr agency at ra te s  specified in the contract. This procedure 
has been maintained for several years. However, financial reco rds covering these trans­
actions have not been included in the accounts of the Department of the Secretary and were 
not available for the period prio r to March 16, 1949. From  that date to October 31, 1949 
the total payments received from  the National Office of Vital S tatistics have amounted to 
$3,739.73, from whi/h the expenses, including personal serv ices and taxes in the amount 
of $2,832.39 had been disbursed. There was a balance of $907.34 in this fund on Octo­
ber 31, 1949 and $418.40 due from  the Federal Government in Accounts Receivable.
It is felt that the financial records of these operations should be included in the re c ­
ords of the Department of the Secretary of State and it is recommended that the Comp­
tro lle r's Bureau be contacted to set up such accounts.
General: In the Department of the Secretary of State, there a re  six divisions. All irt- 
come received by the various divisions is turned over to the general cashier in the Corpo­
ration Division who deposits the income with the State T reasu re r on a regular receip ts 
voucher and records it in the general cash book. It was found, however, that the general 
cash hook does not specify in sufficient detail the type of income received by the various 
divisions, and that the same account number is  som etim es used for different kinds of 
revenue.
It is again suggested that each division deposit with the State T reasu re r all income r e ­
ceived on a regular receip ts voucher and submit a copy of it to the general cash ier, who 
in turn will record it in the general cash book.
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TREASURER AND RECEIVER-GENERAL
General Department REPORT No. 2673
Cash and Securities: The cash balance as per the books and records of the Treasurer 
and R eceiver-G eneral as of the close of business January 4, 1950 was $31,994, 239. 55, 
and the book value of securities amounted to $228,014,573.27, which included 
$103,454,658. 59 in the Unemployment Compensation Fund, in Washington, D. C.
Bonus Division: There was due the Commonwealth on January 4, 1950, on account of 
bonus overpaym ents, the sum of $6,534.00, of which $1,608.00 has been referred  to the 
Attorney General for disposition. It was noted that the present card  file system as main­
tained by this division is apparently inadequate because there appears to be no controlling 
account, nor a re  the cards numbered in sequence. This makes it impossible to determine 
if any have been m isplaced. A bound record  would prove more desirable, and it is sug­
gested that one be installed.
Bonus Overpayments - Accounts with the Attorney-General: Several accounts of over­
payments of bonuses were indicated as having been sent to the Attorney-General for dis­
position. An attempt was made to check both the accounts and amounts at the Office of the 
Attorney-General, but they could not be located or identified in that department.
It is suggested that a new and complete list of all such accounts, with the amounts due, 
be sent to the A ttorney-General.
Active Banks - Reconciliation of Bank Balances: The active bank accounts had not been 
reconciled by the department for three  months p rio r to the date of audit. In this connection 
the last of the bank statem ents, reconciled through December 31, 1949, was not received 
for audit purposes until March 15, 1950.
It is suggested that bank reconciliations should be kept current, and it is also sug­
gested that each adjustment shown on any reconciliation statem ent should show comp e 
and co rrec t explanations.
Cash Balance - Daily Statement: The daily statem ent of cash prepared when the cash 
is  balanced includes bank balances which a re  in agreement with the bank reg iste rs, or top 
sheets, which show all changes affecting the bank balances. Many of the charges and cred 
its  affecting the bank balances as of January 4, 1950, were not made until several days
afterittlis t suggested that advice of changes, deposits, withdrawals and adjustments whe„ 
received daily from the proper sources, should be entered promptly in the so-called top 
sheets. ”
Checks Held in Vault and in Main Office: A Number o f^ c a s h e d 1 pay ro ll checks. were 
found in the office vault. The checks were not canceled and had a total value ° f $8,» •
They were dated between October 8, 1943 and September 1, 1949, and were made payable 
to an employee of the Metropolitan D istrict Commission, who !S now re tired .
A number of uncashed checks, which were also not canceled, returned as unclaimed 
or undelivered by postal authorities were also being held in the sam e vault.
In the main ofUce there were also a number of uncashed checks, not canceledd som 
two y ears old. It was understood that the checks were drawn to Pe™ ^ J ho> f  “  
when the checks were originally drawn, were on regular departmental pay rolls
control and custody.
Public Utility Bonds: In th is connection, the previous audit stated:
"Chapter 658 of the Acts of 1945 provides authority for the Investment 
Committee to invest funds of the State Employees' and Teachers 
ment Funds in bonds which are  legal investm ents for sayings banks. For 
m erlv these funds could only be invested in government bonds 
m " lu r in g  the course of this audit a total of «4,:250, 
itv bonds were purchased. Of this amount, only $1, 500,000.00 was on 
hand, and the balance of $2,750,000.00. although purchased alm ost one
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year ago, still in tem porary form , a re  being held in safekeeping by the 
Bankers T rust Company of New York, for the account of the Common­
wealth. It is understood that this is being done to facilitate the exchange 
of these tem porary bonds for fully reg is te red  bonds when they are  avail­
able. These bonds are  as follows:
$250,000 3 1/8% Mountain State Tel. & Tel. Co. bought April 31,
1948, due April 1, 1978.
500.000 3% New England Power Co. 1st m ortgage Series B, 
bought August 2, 1948, due July 1, 1978.
500.000 New Jersey  Bell Telephone Co. debentures 3 1/8%, 
bought July 22, 1948, due July 15, 1978.
500.000 3 1/4% Pacific Telephone and Telegraph Co. bought 
March 23, 1948, due March 1, 1978.
500.000 2 7/8% Philadelphia E lectric  Co. 1st and Refunding 
Mortgage, bought March 23, 1948, due February 1,
1978.
500.000 Southwestern Bell Telephone Co. debentures 3 1/8%, 
bought May 11, 1948, due May 1, 1983."
In this connection, it was noted that the bonds listed  were received by the State T reas­
urer since the date of the previous audit and were among the secu rities listed  and counted 
on January 4, 1950 at the time of the curren t audit.
Securities Ledger: On the date of the audit the secu rities ledger consisted of two 
groups of loose leaf ledger sheets, one for the recording of the T rust Fund Securities, and 
the other for the recording of the T rust Deposit Securities.
It is suggested that the C om ptroller's Bureau be contacted relative to the installation 
of a modern ledger for recording securities.
Securities - Verification: Securities purchased prio r to January 4, 1950 were not 
found to be on hand when the secu rities were verified in connection with this examination, 
as follows:
$171,000.00 U. S. T reasury  Bonds, Series G, 2 1/2%, 12-1-61, 
received and verified on January 10, 1950.
454,000.00 City of Boston Bonds 3%, 6-1-94, received and 
verified on January 13, 1950.
Included in the balance of secu rities on hand at the audit date was an amount of 
$300.00, represented by U. S. 4th Liberty Loan bonds having a m aturity date of October 
15, 1938. The value of these bonds is credited to the Inheritance Tax Deposit T rust Fund, 
and it was explained that they are  being held because the beneficiary is unknown.
A $10,000.00 U, S. T reasury  2% bond of 12-15-55, received from  the Ford Motor 
Company as a Trust Deposit, was held in the vault of the State T reasu re r, but was not r e ­
corded because the necessary papers had not been approved as of January 4, 1950.
$20,000.00 Louisiana Port Commission 5% bonds were not on hand on the date of this 
audit. A letter on file at the F irs t National Bank of Boston stated that the m aturity date 
of the bonds were being changed, and that the bonds had been returned for that purpose.
Included with T rust Deposit securities in the vault of the State T reasu rer as of Janu­
ary 4, 1950, was a $100,000.00 U. S. T reasury bond, 2 1/4%, 6-15-56. According to a 
departmental official, this bond was received from the M erchant's Mutual Casualty Com­
pany to replace three U. S. T reasury  bonds totaling $100,000.00 which, at that tim e, were 
still included with the State T rea su re r 's  secu rities in the F irs t National Bank of Boston, as 
follows:
$25,000.00 U. S. T reasury 2 7/8%, 1955-60
50.000. 00 U. S. T reasury 2 1/2%, 1964-69
25.000. 00 U. S. T reasury 2 1/2%, 1967-72
Bonds with maturity dates of February 1, 1950, and bond in terest coupons of the same 
date were not found when the securities were verified. They were determined to be in the 
custody of the F irs t National Bank of Boston on January 4, 1950, and verification was e s­
tablished through correspondence with that bank.
A $5,000.00 City of E verett 1 1/4% Reg. Bond due August 1, 1949 was among the Se­
curities counted on the date of audit. The bond was listed  under T rust Deposits as of
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January 4, 1950, and was deposited by the Boston Casualty Company.
Coupon Bond In terest Paid: Coupon in terest payments were reconciled to June 30,
1949. Coupons had not been sorted beyond that date by the State T rea su re r 's  department, 
hence verification would have entailed a prohibitive amount of tim e.
It was noted that a  se rie s  of fifty bond in terest coupons paid had not been canceled by 
the departm ent p rio r to the tim e of examination. It is suggested that all bond interest cou­
pons paid be canceled immediately upon receip t of such coupons by the State T reasurer's 
department
One coupon for $8. 50 was recorded as a prepaid item  on June 30, 1949. The coupon 
was dated October 1, 1949, and had been paid in e rro r  October 1, 1948, me  year previous.
Certain paid bond in te res t coupons of the V eterans' Services and Logan Airport Im­
provement Loans could not be located at the tim e of audit. Evidence of payment was es­
tablished, however.
The outstanding bond in te res t coupons due and unpaid as per the records totaled 
$47,617. 30 as of June 30, 1949.
Weekly Pay Rolls: In this connection the previous audit report stated:
"Chapter 29 of the General Laws, as most recently amended by 
Chapter 501 of the Acts of 1948, provides for weekly payment of sa l­
a rie s  of less  than $3,000.00 a year. The effective date of this Act 
has twice been extended, and as it now stands takes effect July 1,
1949. Legislation to repeal this present Act has been filed by the 
Commissioner on Adm inistration with the curren t General Court. "
In this connection it was noted that Chapter 29 of the General Laws was amended by 
Chapter 580, Acts of 1946, providing for weekly payment of sa laries of less than$3,000.00 
per year. The effective date of this act was extended by Chapter 527, Acts of 1947 and by 
Chapter 501 of the Acts of 1948. Chapter 386 of the Acts of 1949 which became effective 
June 7, 1949, amended Chapter 29 of the General Laws and provided for payment of sala­
r ie s  payable by the Commonwealth on the f irs t day of each month and for weekly advances 
on account of sa la rie s  under such regulations as the State T reasurer may prescribe, not 
exceeding the proportion of sa lary  due.
Salary Advances: On January 4, 1950, there was in outstanding salary advances 
$42 051.91. On March 8, 1950, this amount had been reduced to $4,150.99 and it was an­
ticipated at that tim e that the balance would be cleared entirely with the March pay roll.
It is obvious from  the foregoing that a substantial amount of cash is paid during eac 
month on account of employees who have not been cleared through a pay roll. At time 
th ere  have been accumulations of advances for several months, when payment is finally 
authorized. There have been several instances where sm all bf ‘anceshavenever been 
cleared . It has been the practice to pay these balances out of ^
Because there is no question that the employees should be paid on time, i. would^ap 
pear that some adjustment of the present method of handling these items is‘ "ece^  y' 
p resent routine crea tes a great deal of extra effort and work in the bookkeeping section.
Pay Roll Loss Reimbursed: There was a pay ro ll loss of $12,550 00.in  the.robber,*
B rink’s Incorporated on January 17, 1950. The loss was reimbursed by check on Jan
ary 19, 1950. A copy of the Receipt and Release in this m atter follow .
RECEIPT AND RELEASE
"In consideration of the payment to the undersigned by Brink's In- 
ro rnorated  of the sum of the sum of: _  .
for the loss of the below described property as the resu lt —  Twelve 
thousand five hundred and fifty no/100, ($12,550.00) —  on January 17,
136We Hereby Release the said B rink 's, Incorporated and its In su re rs  
Commercial Union Assurance Company Limited, of and from all clai“ S> 
demands and liabilities whatsoever by reason of such loss; and we hereby 
tran sfer and assign all our right title  and in terest in such property to
Sa*We represent"that"we are  the sole and proper parties to receive such 
payment and will cooperate in any reasonable manner toward the recov­
ery of said property.
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Dated January 19, 1950
By
Property Covered by above
Receipt and Release
Pay ro ll of $12,550,00
for Delivery to Division of Employment Security"
Metropolitan South Sewerage System Loan Fund, Sinking Fund Surplus: It was again 
noted that there was still a surplus of $398,341. 40 in the South Sewerage System Loan 
Sinking Fund Account. The bonds were paid January 1, 1946, and question was again raided 
as to the disposition of the surplus. It was understood from an official in the T reasu re r 3 
Office that this is a m atter for the Legislature to determ ine. To date, this determination 
has apparently not been made.
Veterans' Housing: Under existing veterans ' housing statu tes the Commonwealth has 
made substantial financial commitments, and these obligations a re  to be met from  the Vet­
erans' Services Fund.
Under Chapter 372 of the Acts of 1946, financial assistance is lim ited to a 10% capital 
grant, based on the total development cost of the housing project. The 10% capital grant is 
to be given as a subsidy, payable at the ra te  of 2% per annuity for a period of five years.
As of June 30, 1949, the Commonwealth's obligation under this chapter was estim ated at 
about $2,000,000.00. The C om ptroller's reco rds indicate that $71,900.00 was encum­
bered in the 1949 fiscal year and of this total, $21, 278. 80 had been paid in 1950. A total 
of $500,000. 00 was appropriated for the 1950 fiscal year.
Under Chapter 200 of the Acts of 1948, the Commonwealth is  committed to a 
$200,000,000.00 contingent liability, as it guarantees the payment of a ll notes, bonds and 
interest of local housing authorities. It further provides for a subsidy of 2 1/2% on the 
cost of the projects to be used by the m unicipalities for the payment of in te rest on, and 
principal of, notes and bonds of the Housing Authority. Contributions on account of sub­
sidies under this chapter a re  not to exceed $5,000,000.00 in any one year. For the maxi­
mum period of forty years, subsidies alone might, therefore, amount to a total of 
$200,000,000.00.
As of December 1, 1949, the amount of $85,097,000.00 was furnished to the State 
Treasurer and Receiver-General by the State Housing Board representing the amount of 
City and Town Housing Authority notes guaranteed by the Commonwealth under Chapter 200 
of the Acts of 1946.
This amount obviously rep resen ts a contingent liability of the Commonwealth as of that 
date.
Chapter 307, Acts of 1949, appropriated $1,300,000.00 for reim bursem ent to cities 
and towns as provided by said Chapter 200 of the fiscal year ended June 30, 1950.
The audit report of the State Housing Board issued by this department on July 11, 1949, 
in referring to financing arrangem ents made by existing statutes stated as follows:
"Financing: Although bonds issued for construction of housing units 
have the advantage of the financial backing of the Commonwealth, each 
local housing authority will issue its own bonds. It is anticipated that 
the interest ra tes  on these issues will vary, despite the common State 
guarantee, and that the rate  will be higher than the ra te  of in te rest paid 
on regular State bonds. This will place an additional burden upon the 
entire program , and it is recommended that the chairm an seek amend­
ment to the present statute to provide that all bond issues shall be made 
in the name of the Commonwealth. "
The recommendation is  again urged.
Veterans’ Services Fund: Schedule No. XII, included in this report, presen ts a de­
tailed statement of receipts and disbursem ents in the Veterans* Services Fund.
Income to this fund is derived from —
I Cigarette Tax - provided by Section 9 of Chapter 731
of the Acts of 1945. This tax has 
been set up for an indefinite period.
II Alcoholic Beverages Tax - provided by Section 11 of Chapter
731 of the Acts of 1945. This tax 
has been se t up for an indefinite 
period.
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III Business Corporation Tax ,
and Surtax - provided by Section 10 of Chapter 731
of the Acts of 1945, as amended by 
Section 10A of Chapter 581 of the 
Acts of 1946, as further amended by 
Chapters 503 and 574 of the Acts of 
1948 and Chapter 674 of the Acts of
1949.
In addition, Section 8 of Chapter 669 of the Acts of 1948 provides in part as follows:
"All income, including federal subventions and grants, received by the 
Commonwealth from or on account of veterans in payment for veterans' 
se rv ices, shall be credited to the Veterans' Services Fund. "
(The V eterans' se rv ices mentioned in the above Act a re  those which are 
paid for from appropriations made from the Veterans' Services Fund.)
MASSACHUSETTS PUBLIC BUILDINGS COMMISSION REPORT No. 2627
Bookkeeping: As noted in the previous audit rep o rt, there  was no general ledger in 
use at the M assachusetts Public Buildings Commission, nor have any bookkeeping records 
been installed by the C om ptroller's Bureau as of date of audit. Records are kept for the 
information of the Commission of each project, showing total payments made and balance 
of appropriation to date.
The Commission has requested that the C om ptroller's Bureau examine the above-men­
tioned records to determ ine whether or not they are  sufficient to be maintained as a per­
manent record  of the Commission.
STATE BOARD OF RETIREMENT REPORT No. 2730
General: The previous audit report stated as follows:
"As was indicated ea rlie r  in this report only certain  financial tran s­
actions in this departm ent could be verified in connection with the cur­
ren t examination. The reasons extended by the department officials 
follow:
"During the 1946 and 1947 legislative sessions the entire State Re­
tirem ent Law was rew ritten . In this connection, the Board of Retire­
ment was directed by the Division of Insurance to recompute all mem­
b e rs ' balances with particu lar regard  to the in te rest credited. This r e ­
sulted in th ree  breakdowns of deposits and in terest on practically all 
of the 22,000 m em bers accounts.
"Inasmuch as this change was not authorized by the Division of In­
surance until Januarw l949, the Board of Retirement was faced with 
the physical task  of accomplishing these changes within a short time 
p rio r to the beginning of this audit.
"This work is  now nearly completed. However, the proving of the 
in te res t and the balancing of the various control groups with the con­
tro ls  in the special and general ledgers a re  not yet finished for the 
year 1948. A tr ia l  balance of the General Ledger could not therefore 
be taken as of December 31, 1948.
"Machine Bookkeeping: The present system  of manual accounting 
on the m em bers' account cards is being replaced as of January 1, 1949 
by machine bookkeeping and it is presum ed that this arrangement will 
expedite the work to a g reat extent. "
This examination term inated on June 30, 1950, and at this date the employees of the 
Board were s till  posting 1949 pay ro lls  to the individual employees' accounts in the book­
keeping m achines. In o rder to make a complete audit of this department, it is necessary 
to have all postings made to the individual employees' accounts prelim inary to the calcu­
lation of the in te rest and the proving and balancing of the special and general ledgers, 
etc. Since none of this work was completed, it was necessary to lim it the amount of work 
done in connection with the current examination to the item s outlined in the "Scope of 
Audit” section of this rep o rt. Therefore, the situation at the present tim e does not seem 
to have improved over a year ago.
An audit of this scope is  not considered satisfactory by this office and If future ex-
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aminations a re  to be adequately made, it will be necessary for the officials of the State 
Board of Retirement to see that all records are  completed to December 31st of the year 
examined within a reasonable length of time after this date, thereby allowing sufficient 
time so that the audit may be completed by the following June 30th.
ATTORNEY GENERAL REPORT No. 2651
Accounts Referred for Collection: A so-called docket card is made out in the chief 
clerk's office for each account transferred  to the Attorney General for collection. The 
docket cards are filed alphabetically under the name of the individual or concern who 
owes money. This is true of all accounts tran sferred  to the Attorney General with the 
exception of cases transferred  by the Department of Corporations and Taxation.
The accounts re ferred  by the Department of Corporations and Taxation to the A ttor­
ney General for collection may be divided into two groups:
1. Delinquent taxes which the Income Tax Division sends to the 
Attorney General in the form of one docket card  for each case.
2. A list of corporations who have failed to file the annual c e r ­
tificate of condition, which list is sent by the Commissioner of C or­
porations and Taxation. From this lis t the chief clerk  w rites up the 
individual docket cards.
If the Attorney General has been put to any expense, namely, the cost of serving the 
papers by a deputy sheriff, such costs are  charged when the re tu rn  is filed. The chief 
clerk does not accept the $10. 00 fee for filing the annual certificate of condition, but 
makes certain that it is paid to the Secretary of State.
There appears to be no practical way that the Auditor can check the penalties and 
costs assessed by the Attorney General in connection with the filing of the certificates 
of condition.
The Attorney General uses his discretion as to whether suit shall be brought for the 
collection of the accounts, compromise the account or settle  it without court action.
Several previous audit reports have stated:
"If it is desired to arrange the records in the office of the Attorney 
General so that the State Auditor may make a satisfactory  audit of these 
accounts, several changes in the set-up are  necessary:
"The mere checking of the receip ts showing on the docket cards to 
the cash book kept by the chief clerk does not constitute an audit of the 
accounts.
"1. The so-called card docket file which is arranged alphabetically 
by the names of the persons owing money should be supplemented by a 
file arranged by state departments and institutions and under each state 
subdivision there should be a record  of each individual or concern owing 
money to that particular department or institution, and it should be the 
duty of whoever has charge of this record  periodically to verify it by 
correspondence with the several departm ents and institutions.
"2. All en tries made in the above-described file for accounts se t­
tled in any manner except by the payment of the amounts due should be 
supported by authorizations signed by the officials responsible.
"In addition to the changes in the records, it will also be necessary 
to establish some definite policy for the chief clerk  to follow in handling 
delinquent certificates of condition. "
To date, none of the above recommendations have been carried  out by the department.
Appropriation Deficiencies: The audit rep o rts of the past several years have included 
references to appropriation deficiencies totalling $2, 248. 12. It is  understood that the de­
partment has made repeated efforts to get appropriations to relieve the situation and has 
not been successful. It is , therefore, recommended that the accounts be closed.
Advance Money: The previous audit rep o rt stated that two form er employees of the 
department had not repaid advances made to them in the amount of $133.86. It was noted 
that these advances were paid during the current audit period.
Boston Elevated Railway Company D eclaratory Judgment Special Appropriation 
Account: This special appropriation balance $9,888.05 reverted  June 30, 1948 and as 
there have been no further transactions, it is recommended that this account be closed.
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Bonds: It was again noted that the custodian of the advance fund was s till not bonded.
DEPARTMENT OF AGRICULTURE
General Department REPORT No. 2666
C ertificates of R egistration for Dairy Farm s: Section 16C of Chapter 94 of the Ter­
centenary Edition of the General Laws, amended by Chapter 374 of the Acts of 1941 as 
most recently amended by Chapter 467 of the Acts of 1946 now provides that the Director 
of Dairying and Animal Husbandry may issue certificates of registration  for dairy farms 
for no fee, provided the dairy farm  m eets certain  requirem ents and has been inspected.
If a certificate is lost, duplicate copies may be obtained from the director at a cost of 
fifty cents each.
In this connection the previous audit report stated:
"An attempt was made to verify the dairy farm  inspection fees r e ­
ceived during the audit period by use of certificate inventories, refunds, 
and pending item s. It was not possible to make this verification. The 
statute authorizing the collection of a fee was changed by Chapter 467 
of the Acts of 1946 to no fee for the original certificate and a fifty cent 
fee for a  duplicate certificate.
"Separate reco rds of certificates issued under the two statutes were 
not kept.
"T est checks were made of fees recorded as being received.
"Inasmuch as these certificates a re  a ll printed with a seria l number, 
it is  recommended that a block of certificates be kept separate and be 
used only for duplicate fees. In this way it would be possible to check 
the income from  this so u rc e ."
It was noted in connection with the current examination that a separate block of cer­
tificates were numbered and "stam ped duplicate." These certificates were used exclu­
sively for duplicates for which a fifty cent fee was charged and were effective in Novem­
ber 1948.
Poultry D ealers Transportation License Fees: Chapter 446 of the Acts of 1949 re­
la tes to the sale and transportation of poultry, and the bonding of licensees engaged reg­
ularly  in the business of buying or selling poultry.
Cash on hand of $16.00 held in the Bonding Section of the Department, represented 
license fees of $2.00 each received and s till  pending on November 1, 1949.
From  September 14, 1948 to November 1, 1949 the sum of $968.00 had been re ­
ceived and licenses had been accordingly issued.
Inspection of Pasteurization  Plants Located Outside the Commonwealth: Chapter 542 
of the Acts of 1946 authorizes the issuing of perm its of approval to pasteurization plants 
located outside the Commonwealth, if inspection of such plants by the Division of Dair­
ying and Animal Husbandry indicated that they were complying with all rules and regula­
tions se t forth by the Milk Regulation Board. Under this act, a fee of $10.00 was to be 
charged for perm its issued to plants located outside the Commonwealth, no fee to be 
charged to plants located within the Commonwealth. These perm its expire on May 31st 
of each year.
Income for this audit period amounted to $320.00 and was checked to carbon copies 
made up on letterhead paper. It is again recommended that these certificates be made 
up by a p rin ter and show a printed se ria l number, the amount of the fee and the expira­
tion date. The year of expiration could be filled in by the Department. This type of cer­
tificate would do away with ordering new certificates every year.
DIVISION OF MILK CONTROL REPORT No. 2665
Audit Limitations: Previous audits of the Milk Control Board have been limited by 
the refusal of the Board to produce certain  records for audit. During the course of this 
audit the opinion of the Attorney General was sought as to the right of the Milk Control 
Board to withhold these records from examination. As a resu lt of this request, on De­
cem ber 15, 1949 the Attorney General issued the following opinion:
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THE COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF THE 
ATTORNEY GENERAL 
STATE HOUSE, BOSTON 33
December 15, 1949
Hon. Thomas J. Buckley 
State Auditor
Dear Sir:
You have recently requested my opinion regarding the effect of G. L. 
(Ter. Ed.) c. 11, s . 12, under the circum stances hereinafter described. 
You state that for several years the Department of the State Auditor has 
been unable to audit certain  activities of the Milk Control Board because 
of the la tte r’s refusal to submit for examination the so-called  "Milk 
Dealers Audit L edger,” from  which could be determined whether or not 
milk dealers have paid to the Board their monthly assessm ents required 
by law. This refusal of the Board has been due to an opinion rendered 
in March, 1946, by my immediate predecessor. That opinion, however, 
is based on a very narrow interpretation of the law and should not be 
followed.
G. L. (Ter. Ed.) c. 11, s.12, imposes a duty upon the State Auditor 
as follows:
"The department of the state  auditor shall annually make a 
careful audit of the accounts of all departm ents, offices, com m is­
sions and institutions and activ ities of the commonwealth, . . .  and 
for said purpose the authorized officers and employees of said de­
partm ent of the state  auditor shall have access to such accounts at 
reasonable tim es and said department may requ ire  the production 
of books, documents and vouchers, except tax re tu rn s , relating to 
any m atter within the scope of such audit . . . "
One important financial activity of the Milk Control Board is the col­
lection of monthly assessm ents from  milk dealers . These assessm ents 
are based on the volume of milk handled by the dealers . The Milk Con­
tro l Board has a se t of books, called "Milk D ealers Audit L ed g er," which 
contains a record  of the payments made by dealers to producers from 
which could be computed the volume of milk purchased by dealers from 
producers.
G. L. (Ter. Ed.) c. 94A, s. 13 (d), as inserted  by St. 1941, c. 691,
s. 2 (relating to milk control), provides that "the information obtained 
by any inspection authorized or reports required  by this chapter or by 
sim ilar provisions of e a rlie r  law shall be trea ted  as confidential and 
shall not be disclosed by any person except as may be required  in the 
proper adm inistration of this chapter . . . "
An examination and analysis of said G. L. (Ter. Ed.) c. 11, s . 12, 
should not be made with physical or mental blinders which may defeat 
the main purpose of the statute. The scope of a statute is  usually g reater 
than the written word.
In P rice  v. Railway E xpress Agency, 322 Mass. 476, 484, the court 
said that we must look beyond the le tter of the statute where a lite ra l 
construction would be inconsistent with the legislative intent.
In Brooks v. Fitchburg, etc. Railway, 200 Mass. 8, 17, the court 
said that the statutes which appear to be inconsistent with each other in 
whole or in part must be so construed as to give reasonable effect to both 
unless there  be some positive repugnancy between them; and in Kelley v. 
Jordan M arsh C o ., 278 M ass. 101, 111, the court said that a statute 
should be explained in conjunction with other sta tu tes to the end that there  
may be an harmonious and consistent body of law.
Furtherm ore, if said Audit Ledger contained information of a  confi­
dential nature the Milk Control Board could prevent the d isclosure of such 
information by eliminating it from  the Audit Ledger and recording it in 
some other book or document.
I am therefore of the opinion that the Milk Control Board is required 
under the provisions of G. L. (Ter. Ed.) c. 11, s. 12, to produce said
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Milk D ealers Audit Ledger for your inspection.
Very truly yours,
/ s /  Francis E. Kelly 
Attorney General
Although a copy of this opinion was presented to the Milk Control Board immediately 
upon receip t by this Department, the Board persisted  in withholding these records until 
finally on January 16, 1950 the following letter was forwarded to the Attorney General:
THE COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF THE 
AUDITOR
STATE HOUSE, BOSTON 33
January 16, 1950
The Honorable Francis E. Kelly 
Attorney General of the Commonwealth 
State House
Boston, M assachusetts 
Dear Sir:
On December 15, 1949, as a re su lt of a request by this Department, 
you issued a written opinion stating that the Department of the State 
Auditor had the authority under existing statutes to require the Milk 
Control Board to produce for audit the so-called Milk Dealers Audit 
Ledger.
A copy of your opinion was presented to the Milk Control Board by 
this Departm ent on the sam e date that it was received and, while the 
Milk D ealers Audit Ledger itself has been made available to this De­
partm ent, the documents and records supporting the entries made in 
this Ledger have been continuously refused the Department of the State 
Auditor by the employees of the Milk Control Board. It must be im­
m ediately obvious that a ledger in itself cannot be audited because an 
audit, as such, m ust include examination of the records which support 
such a ledger.
During the considerable tim e which has elapsed the Milk Control 
Board, through its employees, has not made a final and direct refusal 
of these supporting records but has by various tactics deliberately and 
intentionally delayed their submission to a point wherein the audit, when 
finally perform ed, will have lost much of its value, since, to be effec­
tive, the elem ent of tim e is essential to a comprehensive audit.
In view of the fact that I have been unable for such a long period of 
tim e to examine these records and in further consideration of the fact 
that the Milk Control Board, through its employees, will neither sub­
m it these reco rds nor give a final denial to our request, I am writing 
to ask that you take such legal steps as are  necessary before the Courts 
of the Commonwealth to require the Milk Control Board to comply with 
the statutes which re la te  to the auditing jurisdiction of the Department 
of the State Auditor and your opinion of December 15, 1949 thereon.
Yours truly,
TJB:dc
/ s /  Thomas J. Buckley 
Auditor
As a resu lt of this second letter, 
lowing le tter directly to the Chairman
the office of the Attorney General forwarded the fol- 
of the Milk Control Board on January 20, 1950:
January 20, 1950
Hon. George L. B arrus, Chairman 
Milk Control Board 
41 Tremont Street 
Boston, Mass.
Dear Sir:
You have asked Attorney General Francis E. Kelly for an opinion
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regarding the effect of G. L. (Ter. Ed.) c. 11, s. 12 under the circum ­
stances hereinafter described. Your request has been turned over to me 
for research  and study. On December 15, 1949 the Attorney General ren ­
dered an opinion to Honorable Thomas J. Buckley, State Auditor, reg ard ­
ing the statute in question. I therefore do not think a form al opinion of the 
Attorney General is required, but I will explain the effect of that opinion on 
the questions which you ask.
You have described in detail work sheets prepared by inspectors of your 
department from audits made of records kept by milk producers and records 
kept by milk dealers. You wish to know whether these records are  included 
within the scope of an audit under the above-mentioned statute.
The opinion of the Attorney General rendered December 15, 1949 de­
clared that the "Milk Dealers Audit Ledger" should be made available to 
the State Auditor on the ground that from this ledger could be determined 
whether the monthly assessm ents imposed upon milk dealers in accordance 
with law were properly made and collected by your board. It appears from
G. L. (Ter. Ed.) c. 94A, s. 9, that these assessm ents a re  based on milk 
sold or distributed within the meaning of the statute, bat does not include 
the sale or distribution of milk purchased from producers outside the 
Commonwealth. Consequently, in order for the State Auditor accurately 
to determine the assessm ents that should be m ade, he m ust ascertain  
from your records the status of the producers furnishing milk to the 
dealers. This work cannot be done unless all your records relating to 
that particular subject m atter are  made available to the Auditor.
Sections 13 (d) of said chapter 94A, relating to the confidential nature 
of information obtained by your inspectors i$  not an obstacle. One should 
not make a fetish of the word "confidential. *' The statute reads:
"Information obtained by any inspection authorized or reports r e ­
quired by this chapter or by sim ilar provisions of earlie r law shall 
be treated as confidential and shall not be disclosed by any person 
except as may be required in the proper adm inistration of this 
chap ter.. . "
The use of the word "confidential" in this statute does not close the door 
to all scrutiny. The words "except as may be required in the proper ad­
m inistration of this chapter" have an important significance. The leg is­
lature desires all State departm ents to function harmoniously and co­
operatively. It therefore contemplated that "a proper adm inistration of 
this chapter" by your board would involve subm ission of your repords 
and accounts to the State Auditor in order to enable him to perform  the 
duties imposed upon him by other statutory provisions. I am therefore 
of the opinion that your question must be answered in the affirm ative.
Very truly yours,
/ s /  H. WILLIAM RADOVSKY 
A ssistant Attorney General
Only upon receipt of this letter were the records in question finally made available to 
this Department, but throughout the course of the entire audit the cooperation of the Board 
was of a grudging nature and many other records were obtained only after lengthy discus- 
sions and needless delay.
It will be noted that nearly four years have elapsed since these reco rds were o rig i­
nally requested, and it is also worthy of comment that a further delay of m ore than five 
weeks followed receipt by the Board of the opinion of the Attorney General.
It must be obvious that the effectiveness of this audit has been substantially reduced 
by these obstructing tactics.
General: The Milk Control Board was created originally for the prim ary  purpose of 
protecting the financial in terest of M assachusetts milk producers.
Under the broad provisions of the Act which created  it, the Milk Control Board also 
regulates the price paid by the dealer to his producers, and in addition through the med­
ium of a bond filed by the dealer with the Division of Milk Control, payment by the dealer 
to the producers is  guaranteed.
The Federal Government, operating a somewhat sim ilar agency, has the authority at 
any time to take over milk a reas from control of this Division. Through the y ears the
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Federal Government has gradually exercised this prerogative until finally as of January 1. 
1950 the Federal Milk Adm inistrator was in control of a reas serving approximately 70% of 
the population of this Commonwealth.
The Division of Milk Control was designed to be self-supporting, and assessm ents, 
provided by law, levied upon the volume of business of M assachusetts dealers ostensibly 
provided funds to cover the cost of the Milk Control B oard 's operations. Assessments are 
therefore based entirely on the cost of the Milk Board operations. The dealer, in turn, is 
allowed to pass along to his producers a part of the cost of his assessm ent. It would seem 
that as a re su lt of the gradual expansion of the Federal agency into a reas previously cov­
e red  by the Division of Milk Control, subsequent savings in the cost of the State Board 
would resu lt. The reco rds of the Board indicate that the re su lts  have been to the contrary. 
In the license year 1940-41, there  were 2,049 milk dealers in this Commonwealth subject 
to control of the Division of Milk Control, while in the license year 1949-50 the number ot 
d ealers subject to the Division of Milk Control was only 1,001, a  reduction of better than 
50%. Despite this decline in the number of dealers subject to assessm ent audits, the num­
ber of employees in the Division of Milk Control increased from fifty-four to seventy-five 
as of October 1949, an increase  of approximately 50%.
The Division of Milk Control also audits the financial records of dealers within the 
State a reas for two main purposes; f irs t ,  to determ ine the amount of assessm ents due the 
Commonwealth and secondly, to verify the accuracy of payments to Massachusetts pro­
ducers.
In the Federal a rea s , these field men from  the Division of Milk Control examine deal­
e r s ' reco rds only for the apparent purpose of establishing the amounts of assessments due 
to the Commonwealth. While the m ajority  of the auditors of the field section of the Divi­
sion a re  assigned to this phase of the work, the dealer is  also subject, at any time, to ex­
am inations by employees of the Investigation Section Of the Milk Control Board, the En­
forcem ent Section, the Butter Fat Section, the Office Section, the Research Section, and 
the Bonding Section. In addition to these several possib ilities, these same dealers and 
producers a re  subject to various types of inspection by the State Department of Agriculture, 
and in Federal a rea s by represen tatives of the Federal agency. It would seem that sub­
stantia l saving could re su lt from  a consolidation of the duties of the various field repre­
sentatives of the Milk Control Board and in addition the dealers would be relieved of con­
siderab le  effort in meeting the various representatives.
It is also worthy of comment that many of these audits of sm all dealers in certain sec­
tions of the State cost substantially m ore than the total assessm ents received from the 
p a rticu lar dealers concerned. It is  also noted that contradictory reports were found in the 
files of the Division of Milk Control from  concurrent examinations by different employees 
p i  th is agency.
A substantial percentage of the fends collected are  expended in determination of the 
Income due the Division of Milk Coiitrol and it appears that little  or no services are pro­
vided to either the dealer or the producer in re tu rn  for the monies assessed  by the 
Division.
The reco rds of the Division of Milk Control seem  to Indicate that sm aller dealers have 
been thoroughly audited throughout the y ears even as often as three to four times a year, 
whereas two large m ilk dealers operating within the Commonwealth have never been audited 
by the Division of Milk Control, while other large dealers have submitted reports which 
have been largely accepted without audit by the Division of Milk Control in determining 
their a ssessm en ts. Obviously the Division applies one se t of procedures to the large 
Sealers and another to the sm alle r operators for reasons which were unsatisfactorily ex­
plained.
It is axiomatic that justification for the existence of any agency of government should 
be based on serv ices perform ed for the public. Certainly an agency cannot be justified 
Whose main function is  to collect sufficient funds to pay its costs. In the case of this Divi­
sion, a large percentage of the money now being collected as assessm ents by the Division 
Of Milk Control is being expended for the sole purpose of determining that assessments 
Are being paid In full by the dealers .
Continuous Violations of Chapter 94A, Section 9, Subsection A by Three of the Largest 
Milk D ealers: An examination of the Assessm ent Ledger showed that throughout the entire 
audit perjod three large milk dealers have consistently paid only token assessm ents on thf 
due dates, and the Division has waited apparently without pro test and quite patiently from 
*ix to eighty-six days for payment of the balance of the assessm ent. There is no record 
i f  any recent action taken by the Division to co rrec t this condition. The prompt payment 
Of a portion of the assessm ent gives the dealers the right to recover 50% of the assess­
ment applicable to M assachusetts produced milk as provided by Chapter 94A, Section 9, 
Subsection B. It is  questionable as to whether o r not these dealers have the right to col-
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lect from their producers any more than the dealers ' share of the sm all token payment.
Continuous Violations of Chapter 94A, Section 13, Subsection B, by the Same Three 
Large Milk Dealers: An examination of the Report of Milk or Cream Sales and Remittance 
Vouchers, due on or before the tenth of the month for the m ilk and cream  sold during the 
previous calendar month by milk dealers subject to assessm ent, indicated that this infor­
mation was omitted from the form s submitted by the sam e three large milk dealers with 
their token payment. This information should accompany the payment of the delinquent 
assessments.
Laxity of Board Using Report Form s Not in Conformity with Statutes: An examina­
tion of the various form s mailed monthly by the Division to dealers for information to be 
submitted, and which are required by Chapter 94A, Section 13, Subsection B to be under 
the penalties of perjury or an oath, showed that there was mailed to certain  dealers for 
the period under audit a report form known as the "F lat Plan" which does not require  the 
information to be submitted under oath or under the penalties of perju ry . Since this form 
is an alternate to the "Composite Plan" or "Rating Plan" form s which a re  both submitted 
under the penalties of perjury, it would appear that only the dealers reporting on the la t­
ter type of forms can be held responsible for the accuracy of their information. In the 
interest of all the dealers, it appears desirable, and it is therefore suggested that the 
Board correct this situation by ceasing to require  report form s which a re  not in conform ­
ance with the statutes quoted.
Licenses Before Board for Statute Violations: As of the date of audit, November 1, 
1949, there were eighteen sm all dealers ' licenses before the Division for action for bein{ 
in arrears in their payments to the Board for assessm ents or to milk producers for pur­
chases of milk.
It is interesting to note that the licenses of three large  milk dealers owing a s se s s ­
ments totaling $5,258. 85 on November 1, 1949 were om itted from the above lis t.
Overdue Producer Payments in Excess of Bond of Dealer: As of November 1, 1949, 
a milk dealer owing his milk producers a total of $524. 49 had as collateral security  for 
these producers a bond for $300.00 on hand with the Division. One month la te r, the same 
milk dealer's liability to milk producers had increased to $799. 56. The Dairy Division 
has made several efforts to have the milk dealer increase  his bond to $1,000.00, but to 
May 1, 1950 no bond other than the original $300.00 bond was on deposit with the Dairy 
Bonding Division.
Decline in Number of D ealers Subject to A ssessm ents Inconsistent with Increase in 
Number of Personnel: A review of the number of m ilk dealers paying assessm ents to the 
Rate for the ten license years, 1941 to 1950, show a consistent decline, whereas the num­
ber of employees of the Board for the sam e period indicate a steady increase. Below are  
figures from the B oard's records:
D ealers Subject to A ssessm ents Personnel of Board
License Year
Over 50 Quarts 
Daily
1940-41 1,796
1941-42 1,675
1942-43 1,583
1943-44 1,455
1944-45 1,381
1945-46 1,324
1946-47 1,266
1947-48 1, 151
1948-49 1,079
1940-50 945
From 30 to 50
Quarts Daily No.
253 54 (Oct. 1941)
228 
173 
148 
118
103 64 (Oct. 1945)
82 
61
55
56 75 (Oct. 1949)
No Assessment Audit Made of Large Milk Dealer for Fourteen Y ears: From  infor­
mation Submitted by officials and the records of the Division, milk dealers in the Federal 
areas are still subject to assessm ent audits by the M assachusetts Milk Control Board for 
the purpose of determining the accuracy of the assessm ents paid to the State. An examin­
ation of these records of the Division disclosed the extraordinary fact that one of the la rg ­
est milk dealers in M assachusetts has never had an assessm ent audit by representatives
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of this Division since the establishment of the Board In 1934.
A ssessm ents: Audit reports for the past several years have emphasized the fact 
that one of the most important financial activities of the Division of Milk Control is the 
collection of monthly assessm ents.
estimated unpaid assessm ents as reported by the Division as of November 1, 
1949 totaled $12,394. 14. A summary of these estim ated unpaid assessm ents follows:
Number of Dealers Number of Months Owing Estim ated Amounts Due
113 1 $ 5,792 76
47 2 510 92
63 3 977 98
22 4 287 29
14 5 288 35
11 6 and over 3,568 09
276 $11,425 39
12 not on books 968 75
288 $12,394 14
It was also noted that these unpaid item s are still not set up as Accounts Receivable 
on the books of the Division for control purposes, and it is therefore again suggested that 
steps be taken to se t up proper accounts for their control.
A ssessm ents with Attorney General: The balance of assessments with the Attorney 
General on date of the previous examination was $400.00. This amount was paid during 
the curren t audit period. There were no assessm ents with the Attorney General on date 
of curren t audit, although certain  items as indicated by the foregoing should be turned 
over for disposition. It is recommended that all future accounts placed with the Attorney 
General for collection be carried  separately as suspense accounts receivable.
Collateral to Be Returned: It was found that the total collateral on hand for inactive 
operators amounted to $3,226. 86 on date of audit and consisted of the following:
Value
15 bankbooks $1,506 86
2 insurance policies 580 00
3 shares of stock 600 00
1 rea l estate mortgage 440 00
1 land mortgage 100 60
$3,226 86
Inasmuch as the Commonwealth apparently has no equity in these items, it is sug­
gested that steps be taken to re tu rn  this collateral to their owners and the parties con­
cerned be notified of the re lease  of assignm ents, etc.
Ledger Records: The previous audit reports revealed irregularities in bookkeeping 
which, as of date of audit, rem ain unchanged.
"1. Balances were not brought forward from year to year where 
collateral of some so rt was being held on inactive accounts.
Some of these accounts were several years old and in some 
instances ruled off, although the collateral was still held 
and in control.
"2. Numerous active accounts where the notes, collateral, e tc ., 
rem ained the same were not brought forward to the current 
year, and again some were ruled off as though closed.
”3. Several en tries had not been made to cover the notes or assign­
ments of record  due to the fact adjustments were pending.
It is felt that the amounts of record  should have been entered 
and the adjustments made when the new notes, assignments 
or collateral were received. "
It is further suggested that all accounts with any activity whatever, even though only
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holding collateral, should be shown as an open account in the ledger for audit and control 
purposes.
DEPARTMENT OF BANKING AND INSURANCE 
DIVISION OF BANKS REPORT No. 2670
Central Organization Fund: The balance in the Central Organization Fund on date of 
audit was $1,157. 63. There was received into this Fund during the curren t audit period 
the sum of $71. 49, representing reim bursem ents for damage done to property at the wane- 
house in Cambridge caused by juvenile vandalism.
This warehouse contains book records of seven banks which were olosed by the Com - 
missioner of Banks and ultim ately went into liquidation. It also contains documents or 
articles found in various safe deposit boxes of these banks which had been rented by p e r­
sons whose present addresses a re  unknown. The contents of these boxes have been r e ­
moved and placed in individual envelopes by a  notary public in accordance with statute 
prior to being turned over to the Commissioner by the D irector ef Liquidations.
These envelopes include lapsed insurance policies, presumably w orthless stock c e r ­
tificates, .outlawed prom issory notes, and sim ilar documents which apparently a re  of no 
value to the Commonwealth.
Although the Commissioner was obliged to hold these papers only until August 31,
1949 under Section 35A of Chapter 167 of the Tercentenary Edition of the General Laws, 
as amended by Chapter 122 of the Acts of 1943, they are  still being stored at this p a rtic ­
ular warehouse. It is suggested that steps be taken to dispose of this property in accord­
ance with this aforementioned statute.
New Sources of Revenue: Two new sources of income for the Division of Banks were 
developed during the current audit period. These resu lted  from  Examination of Savings 
Banks and Licensing of Collection Agencies.
Chapter 527 of the Acts of 1948, which became effective on July 1, 1948, provided 
for a fee for the examination of savings banks as follows:
"The expenses of the annual examination of a savings bank shall be 
borne by the corporation, and shall be lim ited to the actual cost of 
such examination and such additional sum for the overhead expenses, 
exclusive of charges for traveling expenses, of said division as the 
commissioner shall determ ine to be attributable to such examination, 
or to an amount not exceeding five cents per one thousand dollars of 
the f irs t one hundred million dollars of a sse ts of the corporation, as 
shown by its statem ent of condition as of the date of such examination, 
whichever is the lesse r. "
There are 190 savings banks in the Commonwealth. It was noted that all were audited 
during this period. With the exception of ten banks, they have all reim bursed the Com­
monwealth for their respective examinations. It is understood that these ten have not r e ­
imbursed the Commonwealth only because the cost of their examinations had not yet been 
determined.
The total amount received as reim bursem ents from  this source totaled $182,970. 17.
Chapter 711 of the Acts of 1949, which became effective November 22, 1949, reads 
as follows:
"AN ACT FURTHER REGULATING COLLECTION AGENCIES” 
"SECTION 1. Chapter 93 of the General Laws is hereby amended by 
striking out section 24, as appearing in the Tercentenary Edition, and 
inserting in place thereof the following: Section 24. No person, p a rtn e r­
ship, association or corporation, not being an attorney at law duly au­
thorized to practice in the commonwealth, a national bank or a bank or 
tru st company incorporated in the commonwealth, shall conduct a col­
lection agency, collection bureau or collection office, o r engage in the 
commonwealth solely .in the business of collecting or receiving payment 
for others of any account, b ill or other indebtedness, or engage in the 
commonwealth solely in soliciting the right to collect o r receive pay­
ment for another of any account, b ill or other indebtedness, or adver­
tise for o r so licit in print the right to co llector receive payment for 
another of any account, b ill or other indebtedness, without f irs t  ob­
taining from the com m issioner of banks a license to carry  on said busi-
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t ness in the place where the business is to be transacted, nor unless such 
person, partnership, association, or corporation or the person, partner­
ship, association or corporation for whom he or it may be acting as agent 
has on file with the state  trea su re r  a good and sufficient bond. The com­
m issioner of banks may require  such financial statem ents and references 
of all applicants for a license as he deems necessary. He may also make 
or cause to be made an independent investigation concerning each appli­
cant's reputation, integrity and net worth, at the expense of the applicant, 
and for that purpose may require  such deposits against the costs thereof, 
not to exceed twenty-five dollars, as he deems adequate.
"SECTION 2. Said chapter 93 is hereby further amended by inserting 
after section 24, as so appearing, the following section: —Section 24A.
Licenses granted by the com m issioner of banks under section twenty-four 
shall be for a period of one year from  October f irs t. Each such license 
shall plainly state  the name of the licensee, and the city or town, with the 
name of the s tree t, and the number, if any, of the place where the busi­
ness is to be carried  on, and shall be posted in a conspicuous place in the 
office where the business is transacted. The fee for aft such licenses 
shall be not more than twenty-five dollars. If the licensee desires to carry 
on business in more than one place, he shall procure a license for each 
place where the business is to be conducted."
The fee for these licenses has been se t at $25. 00.
At the present tim e, no regular permanent printed or engraved license has been de­
veloped for issue to the collection agencies. A tem porary license is presently issued to 
those applicants who comply with the Departm ent's regulations. It is understood, however, 
that serially  numbered form s are  to be printed in the near future.
It was also noted that checks from various collection agencies were attached to the 
applications in folders until such tim e as they were approved by the Commissioner of Banks. 
It was suggested that all rem ittances for these licenses should be promptly turned over to 
the Head Adm inistrative Clerk for deposit with the State T reasurer. If it later develops 
that a refund is necessary , it should be processed through regular channels.
Examination of Banking Institutions: Costs of examinations of tru st companies, sav­
ings and loan associations, and M orris Plan banks a re  paid by the banks concerned. 
Charges for examinations of co-operative banks, credit unions, and savings banks are 
based on a percentage of the asse ts of the institutions concerned and do not in every case 
cover the complete cost of the examination.
In the period from November 20, 1948 to December 6, 1949 the costs and reimburser 
ments were as follows:
Reim-
Cost bursements Difference
Miscellaneous Financial Institutions $ 815 08 $ 815 08 -
Savings and Loan Associations 2,307 71 2,307 71 -
Other Banking Institutions 5,719 17 5,719 17 -
Credit Unions 57,305 59 22,626 70 $34,678 89
T rust Companies 123,804 52 123,804 52 -
Co-operative Banks 144,835 05 121,134 47 23,700 58
Savings Banks 216,371 66 182,970 17 33,401 49
$551,158 78 $459,377 82 $91,780 96
DIVISION OF INSURANCE REPORT No. 2719
Accounts Receivable: It was noted that copies and certificates totaling $15.00 had 
been issued for which no cash had been received. This was taken up with the bookkeeper 
who forwarded bills for these accounts.
SUPERVISOR OF LOAN AGENCIES REPORT No. 2680
Bonding of Employees: It was noted that employees were not bonded.
DEPARTMENT OF CIVIL SERVICE AND REGISTRATION
BOARD OF REGISTRATION OF ARCHITECTS REPORT No.  ^2688
Applications on File: Section 44C of Chapter «98 of the~ Acts oi~l 941 states as Rllws
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"The board may make such ru les or by-laws, not inconsistent with 
law, as it may deem necessary in the perform ance of its d u tie s ."
It is the present policy of the Board to allow an applicant who has failed the written 
examination to take another examination without payment of an additional application fee. 
However, if the applicant has failed a second time then a new fee of $25. 00 m ust be paid 
to take another written examination. Once an applicant has taken either an oral or written 
examination the fee will not be returned.
There are  177 applications now pending. These com prise those entitled to a second 
examination; those awaiting an appearance before the Board, and those whose applications 
have been disapproved. In the latter case the Board notifies the applicant of such disap­
proval but retains the application in the pending file until the applicant requests a re tu rn  
of the fee. Upon receip t of such a request, the fee is  refunded by the Board.
Forty-nine of the applications now pending have been in the files since 1943. Until 
they are reviewed and disposed of, a reduction in the pending file cannot be expected.
It is recommended that once an application is finally disapproved that the fee be r e ­
turned immediately to the applicant without awaiting a form al request.
BOARD OF REGISTRATION OF BARBERS REPORT No. 2694
General: Section 41 of Chapter 13 of the Tercentenary Edition of the General Laws 
provides:
" . . . .  .provided, that the sa la ries  and expenses of the m em bers of the 
board and the expenses of the board shall not be in excess of the r e ­
ceipts for reg istra tion  and from  other sources received by the state 
treasu re r from the board. "
It was noted that the sa la ries  and expenses exceeded the receip ts for the th ree  fiscal 
years 1947, 1948 and 1949.
Accounts Payable: Although the records of this board include an unpaid balance of 
$467.01 in accounts payable for the last fiscal year, this balance cannot be described as 
a deficiency, since balances in excess of $800.00 in the appropriation of this board were 
reverted by the Commission on Adm inistration. This m atter was fully reported  in the 
audit of the latter agency.
BOARD OF REGISTRATION OF CERTIFIED PUBLIC ACCOUNTANTS REPORT No. 2702
Departmental Records: P ractically  all financial records of this board originate in 
the private office of the Secretary of the Board. The cash book and cash receip ts a re  han­
dled by the personal employee of the Secretary. It was noted that the Secretary of this 
Board is not bonded nor a re  any of those individuals who handle the receip ts of this agenty.
Increase in Expenses: It will be noted from Schedule II of this report that the expenses 
of the Board increased from $2, 500.00 in the fiscal year 1947 to $7, 245.22 in the fiscal 
year 1949. The extra costs can be attributed entirely  to a  large  increase  in the number 
taking the examinations for Certified Public Accountants, which required the hiring of both 
Horticultural and Symphony Halls and added substantially to the cost of marking papers.
BOARD OF REGISTRATION IN CHIROPODY REPORT No. 2709
Fees: Chapter 557 of the Acts of 1948 increased the fees on examinations and r e ­
newals and established a reinstatem ent fee. The changes in fees a re  as follows:
Examination
Re-examination
Renewals
Reinstatement Fee
New Fees
$25 00 
5 00 
5 00 
5 00
Old Fees
$15 00 
2 00 
2 00
Registration of Certain Applicants: It was noted that during the audit period th irty - 
five applicants passed the examination but were not reg is te red  because of the fact that 
they did not fulfill the requirem ents of Chapter 557 of the Acts of 1948, i. e . , complete a 
four-year course in chiropody in a school approved by the board.
It is understood that the board Is waiting further legislation to clarify  the situation.
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BOARD OF REGISTRATION OF DENTAL EXAMINERS REPORT No. 2714
Fees: Chapters 564 and 576 of the Acts of 1949 increase the fees of this Board as 
follows:
New Fee Old Fee
Dentist Examination $40 00 $20 00
Re - examination 10 00 Free
Interne Certificate 10 00 5 00
Hygienist Examination 20 00 10 00
Second Re-examination 10 00 5 00
Annual Registration: Chapter 112, Section 44 of the General Laws provides that all 
licenses shall be renewed each year before April 1st. It was noted at date of audit that ap  ^
proximately 10% of the previous y e a r 's  reg istra tions had not been renewed.
It is recommended that this Board, by correspondence or otherwise should follow up 
on some methodical basis all those instances of reg is tra tions in the previous license year 
that did not reg is te r in the curren t year.
Bonds: It was again noted that the secre tary  of the Board is still not bonded. The sen­
ior clerk , who actually handles the office cash is now bonded by a blanket bond issued to 
the Division of Registration.
STATE EXAMINERS OF ELECTRICIANS REPORT No. 2713
Income: On the date of audit the income on hand amounted to $1,183.00. This repre­
sented income for the f irs t  twenty-five days of April. It was further noted that deposits 
were made only once each month during the audit period.
Section 27, Chapter 30 of the Tercentenary Edition of the General Laws provides that 
State Revenue shall be paid into the State T reasury daily unless special permission has been 
granted to pay on a weekly basis, and it is suggested that steps be taken to conform with this 
statute.
Travel Advance: On the date of audit it was found that the entire advance money was in 
currency in the office in the amount of $1,157.30. It is recommended that this money be 
deposited in a checking account and not kept in the office, as the present practice is not con­
sistent with sound procedure.
BOARD OF REGISTRATION IN EMBALMING AND FUNERAL DIRECTING REPORT No.2716
Examinations: At present a receip t taken from a serially  numbered, duplicate copy, 
receip t form (the fee is  not printed on the receipt) is given to those paying fees in currency 
in the office. If fees a re  paid by check or are  received by m ail, no receipt is given. In 
this connection, previous audit reports have stated:
"It is advised that a receip t taken from a duplicate copy serially  num­
bered receip t form be given to each person paying an examination fe e ."
As this recommendation has not been followed, attention is again called to it.
BOARD OF REGISTRATION IN MEDICINE AND NURSING REPORT No. 2648
General Handling of Cash: Previous audit rep o rts have repeatedly noted that between 
both boards seven persons handle cash receip ts account of income, and have recommended 
that a study be made by the Division of Registration and the Com ptroller's Bureau as to the 
advisability of relieving these several persons of this duty by designating one person as 
cashier for the two boards. As the situation still rem ains the same, attention is again called 
to it.
Relating to Board of Registration in Medicine Suspense Account: The previous audit re­
port stated:
"As now installed, the suspense accounts for examinations and certi­
fied statem ents a re  m erely reference accounts without control or proof. 
Only those en tries a re  put in suspense which cannot be given an applica-
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tion number of acceptance. Items in suspense, such as those waiting 
examinations, a re  not considered suspense item s. It is recommended 
that the Division of R egistration and the C om ptroller's Bureau study the 
feasibility of making the suspense account an actual controlling account. "
Inasmuch as nothing has been done in this regard , attention is again called to it.
Application Numbers: The previous audit report recommended that the C om ptroller's 
Bureau review the m ethods now in use with the idea of giving each entry a cash book en­
try number, this number to appear on the application. As this has not been done, atten­
tion is again called to it.
Serial Numbered Form s: It was noted that the engrossed certificates , tem porary 
certificates and rejection slips were not serially  numbered by the p rin ter, but were num­
bered with a "Numbering Stamp” by the division. It is again recommended that in the fu­
ture these form s be serially  numbered by the prin ter.
BOARD OF REGISTRATION IN PHARMACY REPORT No. 2711
Current Pending Applications: These item s, as of April 20, 1950, consisted of one 
hundred and nineteen applications for examinations for Registered Pharm acists, fifteen 
drug store perm its, fourteen for C ertificates of Fitness, one for Wholesale Druggists, 
four for re-instatem ents, five for duplicate certificates , and five for reciprocal re g is tra ­
tion fees.
Pending Applications in the Inactive F iles: These applications represen t eighty-four 
who'have failed to appear for examinations.
Numbering of C ertificates: It was noted that the certificates issued to Registered 
Pharmacists upon passing examination are  numbered by hand numbering machine by the 
Pharmacy Board personnel. It is suggested that this numbering of certificates be done by 
the printer.
BOARD OF REGISTRATION IN VETERINARY MEDICINE REPORT No. 2712
Pending Applications: It was again noted that there was one pending application filed 
in June 1940 still awaiting examination. The fee of $15.00 had been paid and deposited 
with the State T reasu rer.
DEPARTMENT OF CONSERVATION
General Department REPORT No. 2721
Advance Money: The two previous audit reports commented in detail upon the book­
keeping conditions noted at the time in relation to the advance monies, and quoted Sec­
tions 23 and 24 of Chapter 29 of the General Laws, As of the date of the current audit the 
following conditions were again noted:
1. Returns of Advance monthly reports include expenditures against 
anticipated future receip ts of Advance Money, and not the actual 
cash on hand available at the tim e the expenditures were made.
2. Monthly reports of Returns of Advances in many cases include ex­
penditures made and recorded subsequent to the date shown on the 
monthly report.
3. Monthly reports of Returns of Advances are  not forwarded to the 
Comptroller on the date compiled, but a re  retained in the depart­
ment until the amounts Of anticipated receip ts from the State T reas­
u re r have been received.
4. All advances a re  deposited in one bank account, against which two 
se ries  of checks a re  drawn; one for pay ro lls  and the other for ex­
penses.
5. Semi-monthly pay ro ll expenditures a re  recorded in the Cash D is­
bursem ents - but - with no entry made for the amount of Withhold­
ing Taxes and Retirem ent Deductions being recorded, thereby a l­
lowing these funds to be available for expenditures of other item s.
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In view of the foregoing the following suggestions a re  again offered, which it is be­
lieved will co rrec t the p ractices indicated heretofore:
1. Monthly reports of Returns of Advances reflect only the accounts of 
actual recorded receip ts and expenditures for the periods covered 
by the reports.
2. Requests for advances be made for sufficient amounts to eliminate 
the m is-use of accounts balances.
3. Receipts and/or refunds of disallowed item s be recorded individu­
ally in the Cash Book by account number.
4. Expenditures be recorded individually in the Cash Book by account 
numbers.
5. A pay ro ll bank account be opened, in which the g ross amount of 
pay ro lls will be deposited and against which pay ro ll checks will 
be drawn.
Allotment Expenditures Control Register: In this connection the previous audit re ­
port stated:
"An allotment Expenditure Control R egister, is  maintained in the 
central bookkeeping office of the department for the following divisions:
1. Administration
2. Marine F isheries
3. Forestry
4. Law Enforcement
The division of Parks and Recreation maintain an Allotment Expendi­
ture Control Register in that division.
"An Accounting Manual, issued by the C om ptroller's Bureau, is on 
file and available for the assistance and guidance of the personnel in 
the central bookkeeping office. However, the procedures as outlined 
in this accounting manual in reference to Encumbrances and Liquida­
tions of Allotments is not being followed by the department.
"The attention of the department officials is specifically called to 
pages 35 to 40 inclusive, of the Accounting Manual, a copy of which 
is on file in the Central Bookkeeping Office. ”
During the current audit period the following situation was noted: On August 3, 1949 
the C om ptroller's Bureau issued thirty-two Journal E ntries to close the books of this de­
partm ent for the fiscal year ending June 30, 1949. Ten of these Journal Entries affecting 
approximately thirty-seven accounts were not used by the department. No Journal Entries 
were issued to close the balances in the sixteen allotment accounts; six of these Journal 
E ntries were issued to close o r re v ert the balances in the appropriations accounts, which 
balances did not appear on the books in these accounts, but was used in closing both the 
appropriation and allotment accounts. One of these Journal Entries was partly used.
While this audit was in p rogress a member of the field staff of the Comptroller's Bu- 
rea l visited this department. As a resu lt of this visit the following letter wafe sent by the 
State Com ptroller to the department.
Commission on Adm inistration and Finance 
State House, Boston
May 31, 1950
Mr. Arthur T. Lyman, Commissioner 
Department of Conservation 
15 Ashburton Place 
Boston, M assachusetts
Dear Sir:
A visit was made to your Department by a member of the Field staff 
of this Bureau. The records maintained by your Accounting Division 
were examined during the course of this visit.
The scrutiny of the records showed that many procedures set forth 
in the Accounting Manual a re  not being complied with by the personnel 
who a re  charged with this responsibility. No action has been taken to 
rectify  conditions which were criticized in the last Audit report, des­
pite the fact that several months have elapsed since the Report was
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published.
It is recommended that prompt and vigorous action be taken to have 
these conditions rectified without further delay.
Very truly yours,
FRED A. MONCEWICZ 
Com ptroller
by R. E. Houghton
EJT/D  Deputy Comptroller
Accounts Receivable with Attorney General: The previous audit report stated in this 
respect:
’’Attention of the department officials is called to page 43 of the Ac­
counting Manual, relative to the procedure to be followed when accounts 
are forwarded to the Attorney General for collection. ”
As this recommendation has not been followed, attention is again called to it.
Bonded Positions: At the present tim e, there a re  only four employees bonded.
A comment in this regard  has appeared in previous audit rep o rts and at those tim es 
it was suggested that all employees handling funds be bonded.
A request has been made in the 1951 budget for funds to meet the premium  of a faith­
ful performance and fidelity position schedule bond.
Parks and Salisbury Beach Reservation Fund: The previous audit report stated in 
this connection:
’’Under authority of Sections 4, 5 and 6 of Chapter 132A of the Gen­
eral Laws (Tercentenary Edition), as amended, the Com ptroller annu­
ally estim ates the amount of "State Parks A ssessm ents" so-called, 
against certain  cities and towns in the Commonwealth. On June 30, 1948 
there was an accumulated surplus from this source of $57,210.64, as 
shown by the records of the G om ptroller. ’’
As of June 30, 1949 there was an accumulated surplus in this fund of $64, 572. 18.
It is again recommended that the C om ptroller's Bureau be requested to open accounts 
in the General Ledger so that this surplus may be properly recorded on the financial re c ­
ords of the department.
Receiving Records: Previous audit reports stated in this respect:
"At present, the receiving records consist of the following - there 
is a so-called "Receivers Copy" for the State Purchase Bureau pur­
chase o rders , and for departmental purchase o rd ers , which a re  signed 
by the person receiving the m erchandise, but for N. P . O. purchases 
the receipt of the merchandise is indicated by the signature of the p e r­
son receiving the goods on the invoice itself.
"It is recommended that the C om ptroller's Bureau be requested to 
provide the standard duplicate copy receiving book, which should be 
used in all places where merchandise is received. ”
As this recommendation has not been adopted, attention is again called to it.
Central Bookkeeping Office: Previous audit reports have stated:
"The central bookkeeping office was established in 1940, and it is recom ­
mended that the C om ptroller's Bureau review the entire bookkeeping set 
up of the department to determine whether some of the detail now being 
done in the central bookkeeping office is not being duplicated in the sev­
eral d iv isions."
General: In this department there a re  three divisions. All income received by the 
various divisions is turned over to the head bookkeeper in the department who deposits the 
income with the State T reasu re r on a regular receipts voucher. An analysis of receip ts 
y lvisions is made and recorded in a loose leaf binder. It is then entered in the general 
cash book in totals by divisions.
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It is suggested that each division should deposit with the State T reasu rer all income 
received on a regular receip ts vouchers and submit a  copy of it to the head bookkeeper in 
the departm ent, who in turn will record  it in the general cash book.
It is  fu rther suggested that each division keep its  own special column income cash 
book.
Store Accounts: It is  again recommended that the C om ptroller's Bureau set up a con­
tro l account in the General Ledger for the unissued supplie» kept in the storehouse at 
Stow.
DIVISION OF FISHERIES AND GAME REPORT NO. 2715
Income: As of the date of audit, re tu rn s of the receip ts from the sales of 1949 licen­
ses  by the Town of Canton in the sum of $98.00 had not been received by the Division. The 
Town of Mashpee on the date of audit also owed $26.25 for receip ts from the sales of li­
censes for the 1949 year.
Void L icenses: There were several instances where license stubs were marked 
"void” in pencil, however, the voided licenses were not attached nor was an explanation 
available. Other instances were noted where the license had been torn from the license 
book presum ably by the p rin te r. It is suggested that a memorandum should be made avail­
able by the d irector covering each such transaction for audit purposes.
Cashing Personal Checks: It was learned that personal checks had been cashed by 
persons from  the office cash draw ers. This is  in d irect violation of the instruction in the 
C om ptroller's Manual and the practice should be immediately discontinued.
Persons Bonded: It would appear that all persons handling State monies are notbonded. 
At the p resen t tim e only the D irector and two Principal Clerks are  bonded.
It was learned that during lunch hours when the regular clerks who take care of the 
counter to give out licenses were not available, a clerk from the Division of Law Enforce­
ment, which is  entirely  a separate  division, took over these counter duties. This matter 
was discussed with the D irector of the Division who indicated that other arrangements 
would be made in the future.
Shortage in Income Cash Account: On the opening day of the current audit, it was 
learned that the sum of $25. 00 had m ysteriously disappeared from a cash drawer at some 
tim e during the preceding ten days. On June 8, 1950, it was learned that the additional 
sum of $28.00 had also disappeared from the same locked cash drawer. The matter was 
discussed with the D irector of the Division and with the employees who had most recently 
been in charge of these particu lar funds and the cash could not be located nor could the 
reasons for the shortage be determined.
The reco rds were checked and the amounts of the acknowledged shortages were rec­
onciled with the licenses supposedly issued.
The methods used in receiving and handling the income from which these shortages 
developed were reviewed and many shortcomings in the procedure were noted. It is, 
therefore, advised that the C om ptroller's Bureau be requested to provide this department 
with a more p ractical routine for handling these receipts so that instances such as were 
noted will not again occur.
Cash Held in Office: On the date of audit, a request was made of the office personnel 
handling cash whether all funds in the office had been turned over for audit verification, 
and it was indicated that this had been done. At a  la te r date - in June 1950 - several fold­
e rs  of P ropagator's Licenses containing cash, money o rd ers , postal notes and bank checks 
som e dating as fa r back as February 1948, in the aggregate amount of $132.75 were found 
in the office.
This money was all deposited with the State T reasu rer while the audit was in progress. 
It is advised that henceforth a ll cash be deposited on receipt. If it la ter develops that a 
refund is necessary , it should be handled through channels provided by regular State fi­
nancial practices.
DEPARTMENT OF CORPORATIONS AND TAXATION
General Department REPORT NO. 2736
For many years this audit has been initiated during the spring of each year. Since a
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substantial portion of the audit program  deals with the Income Tax Division, and since tax 
returns are filed during the month of March, the audit has been conducted under some dif­
ficulty and at some inconvenience to the Income Tax Division. In order to comply with 
statutory provisions requiring annual audit, th is audit was initiated on June 29, 1950 and 
includes only a reconciliation of cash. A complete audit for the fiscal year ending June 
30, 1950 was initiated on July 1, 1950, and all future audits will be initiated after the 
close of each fiscal year. This procedure'w ill resu lt in less inconvenience and a much 
more satisfactory report for comparative purposes, since all schedules contained in fu­
ture reports will cover a full fiscal y ea r 's  operation of the department.
DIVISION OF ACCOUNTS REPORT No. 2707
Materials and Supplies - Obsolete Item s: In connection with the m ateria ls and sup­
plies inventory taken on the date of audit, it was noted that certain  item s in stock appeared 
to be obsolete. It is advised that they be disposed of and charged off the records.
DEPARTMENT OF CORRECTION
MASSACHUSETTS REFORMATORY REPORT No. 2655
Unpaid Check Fund: The reconciliation of the special pay ro ll bank account indicated 
that an unpaid pay ro ll check, in the amount of $55. 26, has been designated as an out­
standing check for over a year on the institution’s records.
There were also four checks totaling $6.10 drawn on the Inm ates’ Fund account which 
have been outstanding for more than one year.
It is recommended that payment be stopped on these checks and the proceeds be d is ­
posed of in conformance with the instructions in the Com ptroller’s Manual.
Transfers Within Maintenance Appropriation: No le tte rs  of authorization from  the 
Comptroller’s Bureau could be found authorizing the tran sfer of funds among the various 
expenditure items within the maintenance appropriation, although such tran sfe rs  did in 
fact occur during the audit period.
The treasu rer and steward stated that the C om ptroller's Bureau does not send out 
such letters any longer, but that they were informed by the Bureau to re ly  upon the Comp­
troller’s Daily Statement of Transactions for the approval of such tran sfers .
An examination of this Daily Statement does not indicate which accounts were increased 
by transfers within the maintenance appropriation. While it is true that the Daily State­
ment gives a journal voucher reference, this reference points to records located only in 
the Comptroller's Bureau.
It is, therefore, recommended that the institution be informed by the Com ptroller as 
to what transfers were approved.
Heat, Light and Power: As of June 30, 1949 the records of the Industries Division 
showed a liability in excess of $12,000.00 for heat, light and power due to the Maintenance 
Division. This amount is due and owing to that Division, but an examination of these ac­
counts did not indicate that any account receivable has been se t up in this amount.
The expenditures for coal, labor, and other costs necessary  for the generation of 
heat, light and power are  originally paid by the Maintenance Division which later b ills the 
Industries Section for its proportionate share.
Profit and Loss - Industries: It was noted that the furniture department operated at 
a profit of $21, 273. 68 while the cloth department showed a loss of $16,756. 26 for the f is ­
cal year ending June 30, 1949. Apparently cloth cannot be sold by the institution at a 
price high enough to insure a profit over and above the costs of production. Moreover it 
was noted that the cloth sa les have decreased considerably over those of p rio r years. It 
should be pointed out, however, that this is the f irs t  year that the cloth department has 
operated at a loss.
REFORMATORY FOR WOMEN REPORT No. 2723
Income: Included with the income is an item for Board of Employees which, in rea l-  
ity, represents charges for room s of guests of employees of the institution. A charge of 
$.35 is made for each overnight guest.
Attention is called to Paragraph 8 of the Commission on Administration and Finance 
Bulletin No. 105, dated September 28, 1949 as amended by the Commission on Admin­
istration and Finance Bulletin No. 112, dated March 1, 1950, which sta tes:
44 P.D .6
The superintendent of institutions in the Departments of Correction,
Mental Health, Public Health, and Public W elfare, of institutions under 
the supervision of the Youth Service Board, and of the Soldiers' Home, 
subject to the approval of the Commissioner in charge of the Department 
and of the Commissioner of Administration, may, where quarters are 
available on institutional property, assign not more than one room, free 
of charge, to those Affiliate Student Nurses, Social Service Students,
Medical Students, Medical Student Internes, other student or volunteer 
workers, or any other persons who receive no compensation from the 
Commonwealth. "
Attention is also caUed to a copy of a  letter dated April 12, 1950 from the Commis­
sioner on Administration and Finance to the Department of Correction a copy of which 
was received at this institution on April 17, 1950 which follows:
April 12, 1950
Mr. E. L. Spurr, Business Agent 
Department of Correction 
State House, Boston, Mass.
Dear Sir:
This acknowledges receipt of your communication of April 10, 1950, 
enclosing a letter dated April 7 from Miss Inga M. Johnson, Steward at 
the Reformatory for Women.
She requests a ra te  per night for a single room without bath on the 
f irs t floor of the Staff Home. The room in question is used by staff mem­
b ers who find it necessary to remain overnight at the institution. The 
ra te  to be charged for this room is 35 cents per night.
In the last paragraph of her letter, however, she states, "It is also 
used by Staff Members for relatives and friends and used by guests of the 
Institution. "
The Rules and Regulations Governing Rents contain no provision for 
the use of such a room for relatives and friends of Staff Members, and 
such usage is prohibited. "Guests" of the institution may use such a 
room only under the conditions contained in Rule 8. This rule, as with 
Rule 5 on Employee Feeding, has always been interpreted by the Com­
m ission to require a certification from the Superintendent that the indi­
vidual is performing service of benefit to the Commonwealth.
Very sincerely yours,
Thomas H. Buckley,
Commissioner of Administration
Even though the foregoing has been brought to the attention of the institution authori­
tie s, the practice of allowing friends and relatives of institution employees to remain ov­
ernight has not been eliminated although it is in direct violation of Administration and Fi­
nance regulations.
Inventories: 
ling as follows:
The inventory records on the date of audit indicate unfilled orders total-
Sewing Department 
Flag Department 
Knitting Department 
Poultry Department
$44,106 80 
7,541 84 
4,064 90 
1,562 30
$57,275 84
The institution's records also show that during the period May 1, 1949 to April 30, 
1950 the average number of inmates employed in the industries was 47 in comparison 
with the average number of inmates at the institution for the same period of 308. There­
fore, only approximately 15% of the inmate population has been employed in the indus­
tr ie s  during this period.
Attention is further called to the fact that the actual overhead of the industries, that 
is paid officers, expenses, e tc .,  is constant, yet because of the lack of sufficient in­
mate employees the industry production is correspondingly low.
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M aterials and Supplies: An analysis of the adjustm ents on account of m ateria ls and 
supplies Indicates that the total adjustments made during the audit period were $14,689. 95.
A survey of these adjustments showed that many were due to c le rica l e r ro rs .
It was explained by institution authorities that the e r ro rs  were caused by the many 
changes in personnel on the stock ledgers and in the storeroom . During the audit period 
there were three different employees on the stock ledgers and three employees in the 
storeroom.
It is suggested that complete physical inventories be taken monthly and that all v a ri­
ances be carefully checked before any adjustm ents a re  made on the reco rds.
Farm: An analysis of the monthly livestock census rep o rts for the 1949 farm  year 
showed that two sows were not accounted for.
It was also noted that the m ortality of anim als was higher than norm al. It was ex­
plained by the institution head farm er that during the month of August 1949 the swine herd 
contracted erysipelas with epidemic severity .
Inmates' Accounts: On the date of the audit there  was on hand several bankbooks, 
war savings bonds and war savings stam ps that a re  the property of form er inm ates.
It is suggested that an effort be made to locate these form er inmates and the valuables 
be returned to their rightful owners if possible.
STATE FARM AT BRIDGEWATER REPORT No. 2640
State Cash Shortage: A shortage of $1.00 existed in this account when the cash was 
balanced on July 20, 1949. On the date of the previous audit this account reflected an ov­
erage of $5.00.
The cash has been either over or short on the opening days of several previous audits 
and these sm all cash variances indicate a certain  degree of care lessness.
Deficiency Appropriation: It was noted that it will be necessary  for this institution 
under current procedures of the Commission on Administration and Finance to request a 
deficiency appropriation of $151. 85, as a resu lt of erroneously disbursing advance money 
belonging to "Other Salaries" instead of advance money belonging to "Services of Non-Em­
ployees. " While the Commission on Adm inistration and Finance insists that a deficiency 
exists in the advance money attention is  directed to the fact that a balance of $160.00 was 
reverted in that appropriation.
Patients' Cash Shortage: A shortage of $1.79 was noted in this account when the cash 
was balanced on July 20, 1949. On the date of the previous audit this account reflected an 
overage of $6.80.
Also, it was noted that the cash book balance, patients' ledger balance and cash on 
hand were not in agreement. The respective balances were:
These variances indicate care lessness.
Inmates' Cash Shortage: A shortage of $14, 59 was noted in this account when the 
cash was balanced on July 20, 1949. On the date of the previous audit this account r e ­
flected an overage of $63. 80.
The cash has been either over o r short on the day of many previous audits. This con­
dition has been reported many tim es without corrective action being taken.
Also in this connection it was found that the cash book balance, inm ates' ledger bal­
ance and cash on hand were not in agreement. The respective balances were:
These variances further indicate that the cash accounts are  carelessly  handled.
Former Inmates' Funds: It was noted that there is a considerable amount of money 
belonging to form er inmates which should be turned over to the State T reasu re r in ac­
cordance with Chapter 290 of the Acts of 1945.
Cash Book 
Patients' Ledger 
Cash on Hand
$8,769 07 
8,771 47 
8,767 28
Cash Book 
Inmates' Ledger 
Cash on Hand
$10,928 09 
10,934 25 
10,913 50
Canteen Inventory Shortage: In an ea rlie r section of this report it was noted that on
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the date of audit a shortage of $832.81 in relation to sa les of $31,461.38 existed in com- 
paring the book with the physical inventory. In an effort to determine what caused this 
variance many tes ts and checks were made. It was finally determined that in the main, 
this variance was caused by taking into consideration for inventory purposes a profit of 
one-half of one cent for each cup of coffee sold whereas it was determined through audit 
that this coffee was selling at a loss of one-half cent per cup. In a further effort to sub­
stantiate the effect of the foregoing on the inventory computation another complete physi­
cal inventory was taken on October 31, 1949. At that tim e, and after considering the 
possible coffee activities, a net shortage of only $79.07 in relation to sales of $9,104.51 
was noted. This latter variance of only . 87% is  more consistent with differences usually 
noted in connection with inventories at canteens of this type. It is hoped that henceforth 
the shortages will be held to a minimum.
STATE PRISON REPORT No. 2706
Maintenance Stores: In this connection the previous audit report stated:
"It has always been the practice at this institution to have inmates 
handle the stock reco rds, which may well be the reason for the vari­
ances. Beginning with September, 1948, the inmates were taken off 
the stock records and replaced by civilian em ployees."
It is believed that there  has been an improvement in the accuracy of the records. 
However, it was noted that many ledger accounts have credit balances at the end of cer­
tain months due to the fact that bills had not been passed for payment. The records are 
kept open at the end of the fiscal year until these payments are passed, and the final 
month of the fiscal year is the only month in which the financial report shows a correct 
balance for M aterials and Supplies Inventory on Hand.
The book value of the item s inventoried on this date totalled $12,769.91, the physi­
cal inventory value was $12, 625. 53, indicating overages of $371.25 and shortages of 
$515.63.
Four physical inventories were taken by institution personnel during the period cov­
ered  by the audit. Adjustments of the stock ledger accounts to correct variances were 
recorded as follows:
Date of Physical 
Inventory
Nov. 30, 1948 
June 30, 1949 
Sept. 30, 1949* 
Jan. 31, 1950
Physical Value 
Over Book Value
$334 19 
608 99
264 83
* No Book Adjustments Made
Physical Value 
Under Book Value
$284 46 
813 23
472 86
Officers Uniforms Purchased Through Appropriation: « fle e r s  uniforms no pu 
chased by the institution through the maintenance appropriation. An^  invoice^ for the p 
chase of 114 uniforms at a cost of $4,168. 55 was passed for payment July 19 1949 It is 
suggested that a stock ledger account be kept for the purpose of control of these uniform .
Checks Signed in Blank: It was noted that certain  bank checks were being signed in 
anticipation o S g  used. It is suggested that this practice be discontinued immediately. 
The possible dangers a re  obvious.
Inmates P e r Capita Cost: Based on the average population for the fiscal year ended 
June 30 1949 the g ross weekly per capita cost per inmate was $2 . . 1S 1
crease  of approximately $3.00 per inmate over the previous fiscal year.
,  . , , AHinstments to Inventories: Previous audit reports have suggested that
or issues. As this suggestion has not been adopted, attention is again called to it.
T . . unfilled Purchase O rders: It was noted that the monthly financial reports 
purchase o rders and cash balances in the Industry Fund as follows.
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Unfilled Purchase O rders Cash Balance In Fund
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Dec. 31, 1949 
Jan. 31, 1950 
Feb. 28, 1950 
Mar. 31, 1950
$ 80,360 92 
80,041 96 
62,847 43 
108,488 66
$86,500 60 
81,141 85 
54,635 00 
30,509 91
The Industry Fund is  not encumbered when the o rder Is placed as is the case with 
appropriation accounts. It is suggested that some control or lim itation be placed over 
purchase requisitions so that the Industry Fund will not be placed in the position of not 
being able to pay its bills promptly, and of losing discounts.
Industries - Heat, Light, and Power: The maintenance section pays the cost of op­
erating the heating and power plant and then charges and b ills industry section once a 
year in advance, the charge being based on the previous y e a r 's  expenses. On July 30, 
1948, the bill rendered to the industries section was as follows:
Total Heat, Light and Power 
for 1949 Fiscal Year 
Less:
Coke
Gas
Electricity
Water
1/3 charged to Industries 
Engineering Salaries Total 
of $17, 675. 24, of which 1/10 
charged to Industries
$32,434 88
$1, 168 07 
765 43 
225 84
3,683 75 5,843 09
$26,591 79
$ 8,863 93
1,767 52 
$10,631 45
It is understood that the charge to industries has been on the sam e basis for many 
years. It would seem advisable to have it reviewed particularly  since certain  industries 
have been transferred  to the State P riso n  Colony at Norfolk, and a new estim ate should 
be made of heat, light and power used by the Industries Section.
Industries - E lectricity  Purchased: The foundry industry pays the cost of the e lec­
tricity purchased and then bills the maintenance section an a rb itra ry  monthly charge of 
$18.82. This a rb itra ry  charge of $18. 82 has been in effect for some tim e, and it cannot 
now be determined on what it was based. The total of the March 1950 bill for electricity  
was $2,194.40, so it would appear that the monthly charge of $18.82 might well be r e ­
viewed. The increase in the e lectric  b ill is  largely due to the changes in process of auto 
plate manufacture.
Industries - Underwear Industry: The Industry Financial Report of June 30, 1949 
showed that for the fiscal year 1949 this industry had a loss of $7,493.22.
A comparison of operating statem ents of this Department for the past two fiscal years 
indicates increased sa les of $11,960.25 for 1949 over 1948. However, the 1949 fiscal 
year showed a loss of $3,491. 00 m ore than the 1948 fiscal year. These re su lts  arequ ite  
inconsistent, and it is  suggested that the C om ptroller's Bureau be contacted re la tive  to 
the possibility of reviewing the present system  of record  keeping in this Department. The 
figures appearing on the quarterly  Goods in P ro cess  Inventory Sheets show many unusual 
differences between the records and actual physical inventories. It is  questionable that 
these goods in process figures which were furnished for the purpose of the book record  
are of any real value.
Industries - Distribution of Heat, Light, and Power and General Expense: It would 
appear that it was the plan to distribute these item s to the several industries during the 
current year based on the ra tio  of sa les in the previous year, but apparently the d is tr i­
bution made during the 1949 fiscal year was based on percentages established by the 
Comptroller's Bureau several years ago.
A table showing the ra tio  of sa les made during the 1948 fiscal year, together with the 
percentages used in distributing these overhead item s during the 1949 fiscal year, follows:
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1948 Per
P er Cent Used 
in 1949
Sales Cent Distribution
Foundry $ 69,922 50 12% 10%
Metal 421,842 88 73% 50%
Printing 29,278 01 5% 15%
Underwear 58,530 81 10% 25%
Clothing 2,057 07 0% 0%
$581,631 27 100% 100%
The heat, light and power charge for the 1949 fiscal year amounted to $10,631.45 
and General Expense was $16,060.48, or a total of $26,691.93; and as the percentages 
used in distribution varied from  the percentages shown in the previous table for the ratio 
of sa les  in the 1948 fiscal year, the profit in each industry was increased or decreased 
accordingly. In the case of the Underwear Industry, which showed a loss in the 1949 fis­
cal year of $7,493.33, the charge for General Expense and Heat, Light, and Power was 
$6, 683. 00, whereas had the co rrec t percentages been used it would have been $2,669.19, 
or $4,013.81 less.
The following percentages were approved by the Supervisor of Industries, Septem­
ber 15, 1949, as the basis for distributing the General Expense costs and the Heat, Light 
and Power expenses to the five departm ents;
Metal Department 40%
Printing Department 15%
Foundry Department 10%
Underwear Department 25%
Brush Department 10%
TOTAL 100%
The above percentages will be used pending review by the C om ptroller's Bureau.
Industries - Underwear Industry - Item s Sold Below Cost: In this connection the pre­
vious audit report stated:
"A review of the reco rd s of this industry disclosed that many items 
were sold below cost during the 1949 fiscal year. A lis t of such items 
follows:
SCHEDULE OF UNDERWEAR ITEMS SOLD BELOW COST DURING THE FISCAL 
YEAR ENDED JUNE 30, 1948
Description of A rticle Units Cost Value Sales Price Loss
Under-Shirts Style #34 18 $ 228 78 $ 210 00 ($ 18 78)
Athletic Shirts Style #71 1500 1/6 8,838 28 7,489 83 ( 1,348 45)
»Under-Shirts Style #74 209 5/6 4,280 66 2,962 00 ( 1,318 66)
Drawers Style #71 235 1/6 2,288 26 1,542 71 ( 745 55)
♦Drawers Style #74 153 3/4 3,545 46 2,162 00 ( 1,383 46)
»♦Vests Style #66 686 1/2 3,451 71 3,360 80 ( 90 91)
Vests - Bleached Style #66 97 1/2 550 29 531 43 ( 18 86)
»♦Vests Style #68 53 276 90 254 75 ( 22 15)
Bloomers Style #67 275 1,858 10 1,472 50 ( 385 60)
** Union Suits Style #77 16 245 03 232 00 ( 13 03)
M attress Pads 
36 x 36 5 123 84 81 00 ( « 84)
M attress Pads 
36 x 76 6 1/4 262 93 213 86 ( 49 07)
M attress Pads - 
Miscellaneous 2 7/12 108 44 78 80 ( 29 64)
Toques (Stocking 
Caps) 67 940 60 760 80 ( 179 80)
TOTALS $26,999 28 $21,352 48 (5,646 80)
* On October L, 1948 the sa les price of Under-Shirts and Drawers - Style #74
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were increased from  $14.00 to $15.00 per dozen for sizes 34 to 42, from  
$14.50 to $16.00 for sizes 44 to 46, and from $15.00 to $17.00 for sizes 
48 to 50. The increased sa les prices a re  still fa r below the costs of p ro­
duction.
** On October 1, 1948 the sa les price of the Vests and Union Suits were in­
creased sufficiently to meet the costs of production."
An examination of the sa les prices of some of the item s listed  on the foregoing sched­
ule indicated they were still below the cost of production.
In this connection the Supervisor of Industries stated that the Purchasing Bureau has 
purchased a quantity of Army Surplus underwear for State departm ents and agencies, and 
that it was necessary to decrease the selling prices of many underwear item s in o rder to 
dispose of manufactured a rtic le s  on hand.
Printing Department: It was noted that shop o rder No. 14908 cost $511. 57 to com­
plete. A Standard Invoice dated September 2, 1949 charged the Metropolitan D istrict Com­
mission $46. 50 for this order which was for 10 M sheets of encumbrance cards. The cost 
of this order exceeded the selling price  by $465.07. The reco rds show that the Printing 
Department operated at a loss of $1,445.04 for this particular month while the total sa les 
for that month totaled only $273.30.
Printing Department - Adjustments to Stock Ledger Accounts: It was noted that sev­
eral adjustments were necessary  to bring stock book balances of the one cent and two 
cent post cards into agreement with the physical inventories taken during the fiscal year 
ended June 30, 1949. No record  of spoilage and reim bursem ent for spoilage of postcards 
appeared on the stock ledger accounts although it is understood that there should be a nor­
mal number damaged during the process of printing. It is  understood that the United States 
Post Office Department reim bursem ent for damaged post cards is on a th ree  to four basis.
It is suggested that a complete detailed reco rd  of all printing o rd ers  be turned over 
to the stock ledger section, including the purchase and issue of all stock, together with 
spoilage and reim bursem ent for post cards damaged.
Industries - Overhead - Underwear Industry: The following comment appeared in the 
previous audit report:
"An examination of the stock reco rds indicated that regular undershirts 
and Army undershirts bearing the sam e stock number were being kept 
in the same stock account, notwithstanding the fact that thirteen different 
factory operations were required  for the manufacture of a regular under­
shirt and but seven factory operations for the Army undershirt. Inasmuch 
as more indirect m ateria l, machinery, and floor space is  used for the 
manufacture of a f ir s t  garm ent than for the second, it would appear that 
the regular undershirt should be charged with a g reater portion of the ov­
erhead expense. However, at present, both garm ents a re  charged with 
the same percentage of overhead expense. It is  suggested that the over­
head charged to the above item s be corrected  and separate stock records 
be kept for Army and regu lar u n d e rsh ir ts ."
The same situation existed on April 3, 1950. The Supervisor of Industries states 
that limited personnel and prison conditions do not perm it the extension of cost recording 
to include such item s.
Industries - Metal Industry - Adjustments: The previous audit report contained the 
following:
"In reviewing the adjustm ents in Finished Goods for this industry dur­
ing the fiscal year ended June 30, 1948, it was noted that on three occa­
sions shortage adjustm ents of values were made as follows:
Dec. 31, 1947 
Mar. 31, 1948 
June 30, 1948
$1,000 00 
1,000 00
500 00
$2,500 00
"As no units appeared against the money values of these adjustm ents
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inquiry was made, and it was understood that the Finished Goods account, 
25-1 Miscellaneous Metal, was carried  on the June 30, 194’T inventory 
at $4,019.77, whereas apparently it should have been listed as $838.47 
or an overstatem ent of $3,181.30. The three a rb itra ry  shortage adjust­
ments totaling $2,500.00 were made to bring the book inventory some­
where near the physical so that on June 30, 1948 this particular item was 
overstated by $720. 64. These adjustm ents made during the 1948 fiscal 
year had the effect of incorrectly  reducing the profit of that year as shown 
in the State P riso n 's  annual industry financial report by $2, 500.00. As 
these adjustm ents were made to co rrec t e r ro rs  in a p rior period, the 
charge should have been made to Surplus. "
As an adjustment for the foregoing has not yet been passed through the "Supplies” ac­
count, attention is again called to it.
Industries - Shoe Repair Shop: Included in the Metal Industry is a small shoe repair 
shop operated prim arily  to repair the inm ates' shoes for no charge, and apparently em­
ployees a re  also allowed to have their shoes repaired  there for a fee. The financial 
transactions a re  included with those of the Metal Industry and no effort is made to segre­
gate them.
The accounts were analyzed and the following statem ent was prepared:
Receipts
Cost of Operating: 
Inventory July 1, 1948 
Purchases
Inventory June 30, 1949 
Overhead Added
$1,095 01
$ 466 43 
898 30
$1,364 73 
532 77
$831 96
714 92 1, 546 88
Excess of Cost of Operating $451 87
It is suggested that the financial records of the Shoe Repair Shop be shown separately 
in the monthly financial reports as prepared for State Prison Industries. The Shoe Re­
pair Shop has been located within the Metal Department.
Machinery and Equipment: During the period covered by the audit, machinery and 
equipment payments totaled $98,618. 38, and were charged to the various departments as 
follows:
Metal
Foundry
Underwear
Brush
Printing
$86,815 85 
7,803 99 
2,769 95 
1,199 59 
29 00
$98,618 38
Included in the total charged to Metal Department is $70, 239.82 actually purchased 
within the previous audit period but actually paid for during the current audit period.
Industries -  State Farm  Industrial Fund: On the date of audit there was a balance of 
$21 336. 97 in this fund. Examination indicated that this balance has been on the books of 
the State P rison since June 30, 1945. It represents the profits on war contracts performed 
by inmates of the State Farm , Bridgewater, during the period September 1, 1944 to June 
30 1945. The purchases and sales of m aterial on the above war contracts were recorded 
in the State Farm  Industrial Fund account on the books of the Industries Section of the State 
P rison This fund apparently is not the property of the State P rison nor the State Farm 
which had no Industries Section during this particular period. Since the above fund repre­
sents War Revenue and is serving no useful purpose on the books of the State Prison, it is 
again recommended that this fund be closed out into General Revenue.
Industries - Accounts Receivable: Included in the delinquent accounts receivable is 
one for $305 00 representing a sale of Foundry Department products to an outside con­
tracting firm  A verification notice sent to this firm  in connection with the current exam-
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inaiion was not returned. It is  suggested that the account be turned over to the Attorney 
General for action.
Sale of Scrap S teel- Shop Order 15801: The following memo from the Supervisor of 
Industries re la tes to the variances in amounts of the contract and the actual sale of scrap  
steel, and also to the method of handling the refund of cash to the contractor:
April 27, 1950
From: Supervisor of Industries
Subject: Disposal of scrap  steel covered by Shop Order 15801.
Previous to September 12th, we had communicated with the State P u r­
chasing Bureau requesting them to dispose of some scrap  steel which 
accumulated in our foundry.
No immediate action had been taken on this and on September 12th, we 
wrote Major Cronin a le tter calling this om mission to his attention and 
requesting action.
Through an e rro r  in information available to me, I have inadvisedly e s ­
timated the steel accumulation as 60 ton. This proved to be an overes­
timate which la te r was involved in this transaction and the amount de­
livered was considerably less than 60 tons.
For your information, I am listing the deliveries as they accrued.
October 10th 2150 Lbs. $14.20
October 5th 10100 " 66.71
October 13 th 2600 " 17.17
These deliveries cleaned up m ost of the sc rap  steel that was of any value 
for reclaim ing purposes and there rem ains a considerable quantity of 
sheet scrap  to which a considerable quantity of wood was attached.
There was also considerable quantities of m iscellaneous parts in sm all 
kegs and boxes which was badly mixed with the d irt and refuse.
The . . .  company refused to take this as they said they were being sold 
wood and not steel.
We agreed that they would load this steel and weigh it and we would e s ­
timate the ta re . This we did to the best of our knowledge and found it 
to be approximately 1/2 the entire  load.
On the basis of this we billed them for the delivery on October 13th at 
the rate  of 1250 Lbs.
Due to the awarding of the. contract to the . . . .  company by Major 
Cronin the figure of the estim ate weight available for disposal was given 
as 60 tons as stated above and a certified check was furnished by the . . .  
company.
This, of course, was in considerable excess of the amount delivered.
The original certified check was for the amount of $792. 60. The total 
billing against this delivery shop order was for $106. 34 but as the . . . .  
company owes us on the previous order $63.79, we refunded them only 
$622.47 to clear this amount.
The question of whether this refund should have been made through this 
institution or through the State T rea su re r 's  Office may have been caused 
by the m isinterpretation in the instructions.
Usually these sm all refunds on the disposal of scrap  have been handled 
at this institution and do not involve a great deal of money. I think this 
is the only transaction in which such a large refund has been necessary.
I tru st this explanation is satisfactory  to you.
Very truly yours,
MPY:kac SUPERVISOR OF INDUSTRIES
Unfilled and Incomplete Sales O rders: Thirty-one o rd ers  dated from  July 1948 to 
December 31, 1949 were still unfilled or only partly filled on April 3, 1950. In addition 
182 orders dated in January, February and March 1950 were also listed as unfilled or 
partly filled. It is believed that many of the older o rd e rs  might have been canceled, but 
were not cleared from the records.
It is suggested that the p rogress of o rders be followed system atically. O rders upon 
which no further shipment will be made should be cleared  from the records as soon as 
this fact is determined.
Brush Department: This Department was tran sferred  from  Norfolk Prison Colony
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Industries to State P rison Industries on November 1, 1948. The shop manager and five 
inmates were tran sferred  at that tim e in order to se t up the machines and the working 
units of the shop.
At the date of this audit, however, 35 inmates and the shop manager, a civilian, were 
assigned to this shop. The records further indicate an average daily shop production of 
50 brushes.
Inmates' Personal Funds - Cash: It was noted that cash receip ts were not being de­
posited exactly as they a re  received. P a rt of the rece ip ts, checks, post office money 
o rd e rs , a re  deposited as received but the currency was deposited after accumulation.
The reason given for withholding cash was the necessity  of having to pay inmates with 
currency upon their re lease .
It is believed that re lease  dates of inmates a re  known sufficiently in advance, so that 
a check may be drawn for cash to accommodate them. It is suggested, therefore, that 
all cash be entered in the cash receip ts book when received, and that all receipts be de­
posited upon entry. Cash should be withdrawn from  the account by check in the exact a- 
mount, o r amounts, due an inmate, o r inm ates, to be released .
In checking the inmates personal fund receip ts it was indicated that inmates receipts 
from  v isito rs , and from  sales had not been segregated throughout the entire period cov­
ered  by the audit. The cash book installed by the C om ptroller's Bureau for recording 
this type of cash has a column for each category. It is  suggested that receipts from vis­
ito rs  and by m ail be kept separate from those receip ts from  sales of articles produced 
personally by inm ates.
Inmates Wage Funds - Cash Receipts: With these accounts it is also suggested that 
a ll cash rece ip ts be entered as received and deposited in their entirety. If currency is 
needed for payment to an inmate to be released , a check for the amount, or amounts, due 
should be cashed p rio r to the date of re lease.
Inmates Personal and Wage Fund Accounts: Five inactive balances have been car­
r ied  in the tr ia l  balances of these fund accounts for several years. The amounts should 
have been corrected  before, and it is again suggested that the necessary adjustments be 
made and the balances removed from the records. The five items are as follows:
Canteen Fund: The canteen was officially opened for business on June 14, 1946. 
Tickets in the denominations of $. 50, $1. 50, $3.00 and $5.00 are  sold to inmates and 
officers. The tickets a re  printed in duplicate, and when sold one section goes to the in­
mate and the other to the canteen caretaker. When a sale is made, both parts of the ticket 
a re  placed together and punched simultaneously for the amount of the purchase.
Due to failure to have figures of $.01 and $.02 printed on the tickets, a few articles 
a re  sold at less  than cost by punching the tickets at the five cents next below the cost 
p rice .
The previous audit report contained the following comment:
"Some of the purchases at the canteen by officers and civilian em­
ployees a re  not made by ticket, but currency is paid to the officer in 
charge of the canteen who turns the money over to the chief clerk pe r­
iodically. On date of audit receip ts totaling $26. 24 were in the custody 
of the officer and not turned over to the chief clerk. It is  suggested that 
the amount of currency retained by the officer be kept to a minimum."
In this connection it was noted that all purchases were now being made by ticket.
The total sa les for the audit period were $69,980.00. Shortages for the period to­
taled $190.44, and overages $35.07, a net shortage of $155.37, or .0025 percent of the 
total sa les
Payments account of benefits totaled $4,433. 56 for the period, as follows:
Inmates Personal Fund Account 
Inmates Wage Fund Account -  Savings 
Inmates Wage Fund Account -  Savings 
Inmates Wage Fund Account - Dependents 
Inmates Wage Fund Account - Dependents
$3 50 deficit 
4 00 deficit 
3 00 deficit 
7 00 deficit 
2 64 balance
Ice Cream 
Cake
Moving P ic tu res, Operator, Repairs, 
T ransfer of Film s
$1,041 40 
711 00
645 90
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Periodicals for Library 
Radio Supplies and Expenses 
Christmas Decorations:
$121 95
$ 621 20 
571 39
1948 281 441949 159 49
Musical Instrum ents and Supplies
Sports Equipment
Printing
Palm Sunday
Miscellaneous Supplies
263 83 
183 83 
88 80 
16 50 
8 27
$4,433 56
STATE PRISON COLONY Maintenance Section
REPORT No. 2699
Cash Discount Lost: Of the invoices examined, it was noted that a cash discount 
amounting to $69.15, on an invoice dated July 3, 1948, was lost because the account was 
not paid promptly. Although the account was scheduled for payment by the institution 
within three days of the receipt of the invoice, actual payment was not made until after 
the expiration of the discount date. Several other sm aller losses of discounts were also
noted.
Industries Section
Adjustments: A decrease in the amount of inventory adjustm ents was again noted 
for the fiscal year 1949. The total amount of these adjustm ents for 1949 was $1,039. 25 
as compared with $1,225.66 for 1948, a reduction of $186. 41.
Inventories: The ratio of inventories to sa les shows a substantial improvement 
over the previous year. The ratio for 1949 is 61. 29% as compared with 74. 82% for 1948. 
This ratio is still very high and an effort should be made to reduce it further.
Profit from Operation: The over-a ll profit for the fiscal year 1949 was $71,406. 23 
as compared with $68,188.06 for 1948. Although the total sa les show a substantial in­
crease and the amount of profit is higher, the percentage of profit has fallen off by 3. 46%. 
The concrete and metal divisions have reported very satisfactory gains, w hereas, the 
shoe division has reported a substantial loss for the year which is due to the excessively 
high cost of raw m aterial and to a certain  amount of sa les resistance.
Fire: It was noted that the Industries suffered a loss by fire  and water of $1,746. 82. 
The loss in the tobacco division was $1,695. 25 and $51. 57 in the m attress division. This 
fire occurred on March 18, 1950 and the cause has not yet been determined.
DEPARTMENT OF EDUCATION REPORT No. 2727
Bookkeeping Records: As of audit date, and during the p rogress of the audit, the 
general ledger had not been posted for the 1950 fiscal year with the following accounts 
excepted: cash, accounts receivable, and funds tran sferred  to State T reasu re r. No fi­
nancial reports had been compiled for the 1950 fiscal year.
Income: A previous audit report stated that accounting for income was handled by 
three different methods, the ticket system , sim ple receip ts, and machine billings known 
as the fan-fold system . The ticket system  is no longer used but the other two methods 
remain in effect. The simple receip ts are  given out at the Department office only when 
a book is to be paid for and la te r shipped to the student. These sim ple rece ip ts were 
checked 100% to a duplicate fan-fold receipt. The fan-fold receip t and the sim ple r e ­
ceipt have been cross indexed and under the conditions peculiar to their use were easily 
compared and reconciled.
Receipt Books: Many partially  filled receip t books (CB-23) were found to be on hand 
which the department apparently did not intend to use. It was suggested that these books 
be used in full and it is understood that this will be done.
Accounts Receivable: It was noted in taking off a tr ia l balance of this account that 
the department is  s till carrying a great number of accounts p rio r to 1948 on which no 
activity has been evident. It is suggested that a lis t of these apparently uncollectible ac ­
counts be given to the Attorney G eneral's office for disposition. There were no charge- 
offs by the Attorney General during the period under audit. There were, however, a
54 P.D .6
number of cancellations made of board charges already on the receivable ledger. The 
total amount was $517. 84 for the audit period.
Federal Funds: Expenditures for travel paid from  Federal Funds were checked in 
some detail for the fiscal year 1949. This travel consisted mostly of auto and train tra ­
vel. Many instances were noted where two people visited the sam e city on the same day, 
one travelling by auto and the other by train . Inasmuch as the travel started  from Boston 
or another city in which both persons lived, it would seem  to indicate a lack of planning. 
Examination of the travel vouchers indicated that failure to use public transportation and 
duplication of trip s  by various people caused considerable more expense than would oth­
erw ise have been incurred.
The C om ptroller's regulations state  that in every case "the means of transportation 
least expensive to the Commonwealth shall be used. " It is , therefore, recommended that 
the department endeavor to have the C om ptroller's instructions followed.
Division of Public L ibraries: Chapter 320, Acts of 1948 provides that a "Certificate 
of L ibrarianship" may be issued as "Professional L ibrarian" and "Subprofessional Li­
b ra rian ” upon the payment of $3.00 fee after the applicant has met the necessary require­
ments of the Act.
Receipts from this source commencing in December 1949 and amounting to $1,956.06 
through audit date of May 22, 1950werereconciled with the income as shown on the Comp­
tro lle r 's  records. This income was proved to the number of certificates issued together 
with a pending lis t of 28 applications.
The receip ts mailed for cash received are  m erely mimeographed slips.
The certificates a re  not pre-num bered by the p rin ter. The fee does not appear there­
on and the certificate number is typed on the rev erse  side after approval by the Board.
Original certificate  fee is $3.00. No provision has yet been made for renewal fees 
or duplicates.
It is recommended that the Com ptroller issue the necessary instructions as regards 
pre-num bering and amount of fee which should be shown on the certificate.
BRADFORD DURFEE TEXTILE INSTITUTE REPORT No. 2677
Accounts Receivable: The previous audit report stated:
"The balance of $723. 06 due from the City of Fall River for the use 
of the so-called  Continuation School, mentioned in several previous 
audit rep o rts , is s till  outstanding, and it is again suggested that it be 
re fe rre d  to the Attorney General for disposition."
In accordance with this suggestion, this account was referred  to the Attorney General 
for disposition. Of this amount, the Attorney General authorized the charge-off of 
$629.04. The balance of $94.02 was deducted by the State T reasurer from distribution of 
taxes to Fall River in the November 20th settlement.
Inventory of Students' Supplies: The previous audit report stated:
"An inventory of the Students' Supplies was taken on the date of this 
audit. An attempt to reconcile this inventory revealed that the Purchase 
Journal was inaccurate and incomplete, and that there was a difference 
of several hundreds of dollars. It was found that numerous invoices had 
been entered twice and others had been omitted.
"It is therefore  suggested that the entire transactions relating to stu­
dents' Supplies for the current period be reviewed for the purpose of es­
tablishing the actual d ifference."
In accordance with this suggestion the records were brought up to date and the recon­
ciliation of the inventory taken by the T reasu re r 's  Office resulted in a shortage of $46.45, 
This shortage covers a period of approximately two years.
Special Appropriations: The previous audit report also stated:
"The balance in the Special Appropriations accounts in the general 
ledger a re  not correct due to improper bookkeeping. The balances r e ­
ported In the financial reports do not agree with those in the general 
ledger.
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"It is suggested that the Comptroller’s Bureau review all bookkeeping 
entries relating to the special appropriations for the purpose of stra igh t­
ening out these accounts and also give instructions in the proper handling.
These accounts were not reconciled with the Com ptroller’s accounts and 
expenditures were not checked. ”
In connection with the current examination it was noted that these accounts have been 
corrected and are  now in agreement.
Accounts Receivable Ledger: It was stated in previous audit reports :
”It is the practice at this institution to use several ledgers and memo­
randum books to record accounts receivable. Due to this practice and 
the method of entering, much difficulty was experienced in analyzing the 
accounts receivable. It is again suggested that the C om ptroller's Bureau 
be requested to install the prescribed accounts receivable ledger and to 
give instructions in its proper use.
"Due to the methods of handling the accounts receivable at this institu­
tion, much difficulty was again experienced and time consumed in an a t­
tempt to analyze the income. The verification of this income is not wholly 
satisfactory. The present records are inadequate and are  different from 
those prescribed by the C om ptroller's Bureau. T ria l balances of the ac ­
counts receivable had not been taken during the period under audit.
"It was found that charges amounting to approximately $850.00 had been 
omitted. The general ledger control account for March 31, 1949 shows a 
balance of $26,151. 57, whereas a list of the accounts receivable outstand­
ing as of March 31, 1949, which was taken subsequent to this audit date 
totals $27,008. 11, a net difference of $856. 54.
"It is imperative that all records and methods of handling income be 
reviewed immediately and that the correct balance of the accounts rece iv ­
able be established and reflected in the records. "
In accordance with this suggestion corrective action has been taken and proper ad­
justments have been made.
Sales Slips (Institute Bookstore): U was noted that standard sa les slips a re  now be­
ing used to record veterans' charges for students’ supplies.
Tuition: The previous audit report stated:
"By vote of the Board of T rustees on April 10, 1947, the tuition to 
all students entering the Institute for the f irs t  tim e after September 1,
1947 will be $50.00 per sem ester for residents of M assachusetts and 
$125.00 per sem ester for non-residents, including foreign students.
"The vote of the. Board of T rustees established the tuition fee for 
foreign students fbr this school at $250.00 per year, whereas at the 
New Bedford Textile Institute, for identical courses, the tuition fee 
for foreign students is $500.00 per y e a r ."
It was noted that the Board of T rustees on July 11, 1949 voted to increase the tuition 
for all foreign students to $250.00 per sem ester. This ra te  is  effective for new students 
entering in September 1949 and for students already enrolled and becomes effective Sep­
tember 1950.
Deposits: By vote of the Board of T rustees on April 10, 1947, beginning September 1, 
1947 the deposits for all students taking the chem istry course was set at $15.00 for the 
first year atfd $25.00 a year thereafter. Other students using the shop or laboratory fa­
cilities a re  now required to deposit $10.00 at the beginning of each year. After deducting 
for any breakage, the balance will be refunded.
Trust Funds: Section 43 of Chapter 74 of the Tercentenary Edition of the General 
Laws, as amended by Chapter 257 of the Acts of 1946, reads:
"The Board of tru stees of each of said institutes shall be a corpora­
tion for the purpose of taking by gift, bequest, or devise any real or 
personal property. "
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As has been stated in previous audit reports , the Board of T rustees voted on Novem­
ber 4, 1932 to transfer the management of all tru s t funds entrusted to its care to the B. 
M. C. Durfee T rust Company.
The agreement in effect allows the tru s t company to re ta in  the custody of the secur­
ities, collect and distribute the income, subject, however, to the direction and vote of the 
tru stees. A nominal charge is  made by the tru s t company for these services.
Puerto Rico Industrial Development Fund: This fund was established by the Puerto 
Rico Development Company to aid students from Puerto Rico attending this Institute. The 
principal of this Institute is Trustee of the fund.
DIVISION OF THE BLIND REPORT No. 2632
Lowell Shop for the Blind: During the p rogress of the audit it was found that there 
were variances in the income accounts of the Lowell Shop. In this connection it was no­
ticed that the Clerk acknowledged to have been responsible for the variances resigned as 
of September 23, 1949. Income totaling $659.50, representing practically all the differ­
ences was turned over to the Division by the form er c le rk 's  family on October 26, 1949. 
It is understood that the balance of the discrepancy in the amount of $50.02 will be paidby 
them within a short time.
Accounts Receivable - Overdue Accounts: There a re  outstanding overdue accounts 
receivable amounting to $3,090. 64 on the date of audit. These accounts should be re ­
viewed and then turned over to the Attorney General for collection. These accounts which 
follow by year of charge should also be transferred  to the "Accounts Receivable Suspense 
Account":
1945
1948 1947 1946 and prior
Cambridge Industries $ 45 00 $349 35 $867 24 $528 49
Piano and M attress 562 54 58 50 35 50 3 50
Woolson House 46 10 122 40 72 60 43 46
Pittsfield  Shop 54 90 94 25 12 40 75 55
W orcester Shop 27 60 10 00 6 60 28 45
Fall River Shop - 2 75 - -
Salesroom - 21 40 1 56 20 50
$736 14 $658 65 $995 90 $699 95
Selling P rices of Manufactured Articles: The report of the previous audit recom­
mended that if possible a list of the selling prices of all articles handled by the division 
be approved by the Director and be kept on file in the main office. It is understood that 
efforts are  now being made to standardize prices and establish such an approved list.
Finished Goods Stock Ledger Control - Cambridge Industries: In several of the pre­
ceding audit reports it has been recommended that the Comptroller's Bureau set up a 
control account for finished goods in the Cambridge Industries. As this suggestion failed 
to receive the C om ptroller's approval, attention is again called to it.
Storeroom for Raw M aterials and Finished Goods - Cambridge Industries: A recom­
mendation for a storeroom  for raiy m aterials and finished goods made in many previous 
audit reports has been followed and is now in operation.
M aterials and Supplies Account - General Ledger: It was noted that the materials 
and supplies account form erly carried  in the General Ledger has been discontinued in ac­
cordance with instructions from the C om ptroller's Bureau.
Bank Accounts - General: It was noted that the local shop bank accounts are still in 
the name of Helen F. O’Leary, a form er principal bookkeeper. It is advised that these 
accounts be reopened in the name of the present principal bookkeeper.
Federal Participation - General Administration: In accordance with the approved 
nlan of Federal participation in the expenses for "General Administration, Aid to the 
Wind" one half of 5% of the sa laries of the personnel in the bookkeeping departmen is 
reim bursed by the Federal Government. Of the expenses for rent and light 18. 68% is 
pa “ by the Federal Government. One half of 50% of the telephone expenses is also re-
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imbursed by the Federal Agency Involved. The sa la rie s  of other m em bers of the person­
nel are reim bursed on the basis of 50% of the following percentages:
Jean M. LeBrun Fund: Income from  the investment of this fund was $50.00 for the 
audit period and expenses totaled $330.00 leaving a balance in the fund of $30.49 on July 
12, 1949. This fund is adm inistered by the D irector for higher education of blind stu ­
dents.
Michael F. McCarthy Fund - P ittsfield  Shop Fund: The Pittsfield  Shop is a benefici­
ary under the will of Michael F. McCarthy. The Attorney General has ruled that the in­
come derived from this source must be used for the benefit of the P ittsfield  Shop. Income 
from the fund was $800.00 for the audit period and expenditures totaled $138. 81 leaving a 
balance of $4,145.15 in the account as of the date of audit.
LOWELL TEXTILE INSTITUTE REPORT NO. 2646
Accounts Receivable: It was noted that accounts receivable due from the V eterans’ 
Administration are  not reflected in the accounts receivable control balance.
The amounts due from  the Veterans' Adm inistration for the f ir s t  sem ester of 1948- 
1949 totaled $116,925.05.
Bookkeeping: Charges for tuition are  entered in the accounts receivable account at 
the time payment is made and therefore this folio does not reflect outstanding accounts r e ­
ceivable due to the school.
It was noted that no accounts a re  kept in the general ledger for individual special 
appropriations.
Tuition Costs: The institution has compiled figures showing that the cost of instruc­
tion of each student is $421. 50 per year. It is  therefore difficult to understand why 200 
out-of-state students a re  required to pay only $250.00 per year while the taxpayers of this 
State are forced to pay the difference. On this b asis, it cost the taxpayers of this State 
approximately $34,300.00 for the education of students from other sta tes during the past 
school year.
Athletic Fund: It was noted that the fo rm er bu rsa r of thé school who is not bonded is 
still treasurer of the athletic fund, and that the p resent bu rsa r acts only as a collector 
from the students of their deposits. The present athletic fund trea su re r  receives what the 
bursar turns over to him, but he obviously cannot be certain  that everything is being ac­
counted for. Unpaid accounts a re  not reflected  in the athletic fund reco rds. It is  sug­
gested that all charges and credits to the athletic fund pass through the accounts rece iv ­
able fund account in order that a ll aspects of the accounts may be clearly  followed.
Registration Fee: There is  now a reg is tra tion  fee of $1.00 for the evening school stu ­
dents, beginning with the fall term  of 1949.
Fees for Day Students: The students starting  with the 1949 fall term  of the Institute 
are required to pay a Student Activity Fee in the amount of $25. 00. This fee rep laces in­
dividual fees form erly charged, as follows:
Director
Secretary to the Director 
Telephone Operator 
Senior W orkers with the Blind (6) 
Guides to Blind W orkers (3) 
Senior Statistical Clerk 
Junior Clerk and Stenographer (2) 
Junior Clerk and Typist 
Worker with the Blind
20%
20%
50%
100%
100%
100%
100%
10%
15%
Athletic Fees 
Publication 
Student Council Fee
$15 00 
7 00 
3 00
$25 00
Miscellaneous Income: The previous audit report stated:
58
p.D .e
"Income from the Coca-Cola vending machines and the Canteen vend­
ing machines is contributed to the L ibrary Fund for the purpose of de­
veloping the library. This practice is questioned and it is suggested that 
the Comptroller furnish instructions for the future disposition of this 
incom e."
It was noted that these machines were removed on October 1, 1948.
Lowell Textile Institute Building Association: This association was formed for the 
purpose of constructing, equipping and maintaining buildings for dorm itories and other 
uses connected with the Lowell Textile Institute, pursuant to Chapter 428 of the Acts of
1946. This association was organized on June 24, 1946 and held its firs t meeting on that 
date. The by-laws were enacted and the following original officers were elected.
President
V ice-President
V ice-President
V ice-President
T reasurer
A ssistant T reasurer
Clerk
Samuel Pinanski 
Roland E. Derby 
Albert J. Gilet 
Carlton J. Lombard
E. Perkins McGuire 
Harold T. Godfrey 
Henry L. Mason, J r .
Construction of the f irs t dorm itory, called the Smith Dormitory was started on 
March 18, 1947 and was opened in September 1948. The construction of a second dormi­
tory, called Eames Dormitory is completed and will be occupied in the fall of 1949.
The Eames dorm itory was authorized by Chapter 439 of the Acts of 1947.
L ibrary Association: This association was organized in August 1947 for the purpose 
of assisting  in the development and maintenance of the institution library. It is planned 
to acquire by gift, purchase or otherwise, money and real and personal property of any 
description for the above-mentioned purpose. This account was not examined at this time 
as the accounts a re  handled by a group of the graduates.
Joseph P. Kennedy J r .  Scholarship Fund: Honorable Joseph P. Kennedy started this 
fund with a gift of $1,200.00 for the creation of a fund in memory of his son who was killed 
in World War H.
Salary Augmentation: It was noted that certain members of the faculty were receiving 
d irect grants from private sources to augment salaries paid by the Commonwealth. These 
payments have been made under a plan for extra compensation to faculty members, which 
was apparently approved by the Chairman of the Commission on Administration and Finance 
on September 29, 1947. Despite this approval, the propriety of any State employee re ­
ceiving private subsidy from any source in the performance of his assigned duties is ser­
iously questioned, and it is recommended that the opinion of the Attorney General be 
sought.
The plan under which these subsidies have been made, as approved by the Chairman 
of the Commission on Administration and Finance, states in part:
2) Awards may be made to Faculty Members in amounts not to 
exceed the maximum salaries of their respective classifica­
tions as established by the Division of Personnel
It was noted that several employees of the Institute are receiving subsidies which 
bring their sa la ries  above the maximum salaries of their respective classification as es­
tablished by the Division of Personnel. They are:
Title
State
Salary
Private
Subsidy
Special
Services Total
Established
Maximum
Excess
Received
President 
Dept. Head 
Asst. Prof. 
Instructor 
Asst. Prof. 
Assoc. Prof. 
Asst. Prof. 
Asst. Prof. 
Instructor
$7,200 00 
6,000 00
3.780 00 
3,300 00
3.780 00 
5,040 00 
4, 680 00 
4,680 00 
3,060 00
$2,000 00 
300 00 
900 00 
300 00
$ 273 00
1,257 00 
8,808 00 
195 35 
255 00 
1,615 00
$ 9,200 00 
6,300 00 
4,953 00 
3,600 00 
5,037 00 
13,848 00 
4,875 35 
4, 935 00 
4, 675 00
$8,160 00 
6, 240 00
4, 680 00 
3,540 00 
4,680 00
5, 520 00 
4, 680 00 
4, 680 00 
3, 540 00
$1,040 00 
60 00 
273 00 
60 00 
357 00 
8,328 00 
195 35 
255 00 
1,135 00
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Items listed as Special Services represen t payments made by private sources for 
special work perform ed by employees of the Institute. It is .understood that the major 
portion of this work is done on State property and State equipment is used. While the Com­
monwealth receives some income from this source, it is  but a minor fraction of the a- 
mount that these State employees have received. For the period covered by this audit a 
total of $18,274. 20 was received from this source, of which employees received 
$15,393.00, while the Commonwealth received only $2,881. 20.
It is recommended that the Attorney General ru le on the propriety of these payments 
to employees, and if they are  approved, that the C om ptroller's Bureau provide standards 
to establish the proper share of such income that is due the Commonwealth.
Federal Research Project: This project provides for a study to improve the cotton 
warp yarns in carpets. The amount of $71,500. 00 was made available by the Research 
and Marketing Act of Congress through the Department of Agriculture to the Common­
wealth of M assachusetts.
This study required special equipment and a special p rofessor, a sec re tary  and two 
instructors for the experimental station, and it is estim ated that it will take three  years 
to complete it.
Laundry Contract: A contract was entered into by the school with a local laundry on 
a commission basis, as follows:
"The contractor shall make payments monthly to the Institute in the 
amount of 20% of the total income from dry cleaning, 10% of total in­
come from wet laundry, 6% of the total income from laundry of sh irts  
and 15% of the total income from  g ross sa les in m en's sto re . Pay­
ments shall be made on the f irs t day of each month following. Another 
check will be made payable to B ursar Lowell Textile Institute, Lowell, 
M assachusetts. "
As far as can be ascertained the contractor has never kept adequate reco rds to r e ­
flect his total income. The payments were not sent to the B ursar on the f irs t  day of the 
following month. The f irs t two payments were sent in for two months business and the 
final payment was not received until several months after the expiration of the contract.
This contract has not been renewed and negotiations are  in p rogress with another lo­
cal laundry for this concession.
Cafeteria Contract: A concessionaires agreem ent was made the F irs t Day of Sep­
tember 1948 by and between the T rustees of the Lowell Textile Institute, Lowell, Massa­
chusetts and the Institute C afeteria of Lowell, M assachusetts, as follows:
"That for a period of 12 months from the date above written, unless 
sooner term inated or revoked, The Institute Grants to the Concession­
aire , a concession to operate, One C afeteria Style Dining Hall containing 
approximately 4594 square feet in Dormitory 1. The Institute will fu r­
nish reasonable heat for the space occupied during those months it is 
customary to furnish heat in such buildings and the following additional 
utilities: light and e lectrical power, steam  for food processing m ain­
tenance and repa ir, ash and trash  disposal.
"The Institute will furnish and the Concessionaire maintain all fixed 
equipment used by the Concessionaire in the perform ance of this con­
trac t and make reasonable replacem ent as necessary .
"The Concessionaire in consideration of this grant and the serv ices 
and functions provided by the Institute undertakes and agrees as follows:
"To conduct the business of operating the above p rem ises for 
the feeding of all persons authorized by the Institute from  the a- 
bove date to term ination
"To furnish, install and maintain at his expense all special 
fixtures furnished by him and furnish at his expense all supplies, 
m erchandise, m aterial and labor necessary
"To submit to the Presiden t of the Institute periodically a 
schedule of p rices , such schedule may from tim e to tim e be r e ­
vised by mutual consent
"To make no alterations and to e rec t no signs without authority 
of the Institute in writing
"To keep the concession open for business each day between 
such hours as may be prescribed by the Institute
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"To keep the occupied prem ise in a neat and sanitary condition, 
etc.
"The Concessionaire shall make monthly payments to the Institute in 
the amount of 10% of the Gross Income of the C afeteria. Payment shall 
be made on the f irs t day of each month following, and checks shall be 
made payable to B u rsa r, Lowell Textile Institute, Lowell, M assachusetts 
"To perm it the B ursar of the Institute to make daily readings of cash 
reg is te r and tapes to ascertain  daily cash income. "
This Agreement became effective on the F irs t Day of September 1948 and was ex­
tended for an additional period of twelve months from  September 1, 1949.
The total amount received from the food concession from  September 1948 to June 
1949 was $5,764. 13. This income was verified to original sources.
MASSACHUSETTS MARITIME ACADEMY REPORT No. 2728
Bookkeeping - State: P rio r  to the current audit period the records of this academy 
had not lent them selves to audit and a great deal of tim e had been expended in efforts to 
make a complete and detailed examination.
On the date of audit, however, conditions in general had been improved. The stand­
ard State records are  now installed and were maintained currently . Only a few minor in­
accuracies were noted and were called to the attention of the Academy staff for correction.
Bookkeeping - Non-State Fund: In connection with the examination of Non-State Funds 
a little  difficulty was encountered because of a lack of detailed records. It is understood 
that this condition will soon be corrected .
Secretary 's  Office: It was noted that the Secretary 's  Office in Boston is now hand­
ling only the financial reco rds of the Board of Com m issioners.
Advance Money: It was noted that the 1948 and 1949 advances have now been prop­
erly  cleared. The net shortage of $70.78 reported in the previous audit report in the 
1948 advance money was paid by the form er superintendent personally in order to expe­
dite clearance of the item.
Uncollected Income: As of the date of the current audit unpaid service fees totalled 
$254.00. On June 1, 1949 these unpaid serv ice  fees totalled $1,O il. 78. It is understood 
that an effort is now being made to collect these overdue fees.
Income Remitted to State T reasu re r: The previous audit report stated that income 
was not being rem itted prom ptly, to the State T reasu re r. With the exception of $750.00 
in forfeited graduation deposits and $21.00 in serv ice fees, which was still on hand, all 
income has been promptly rem itted  to the State T reasu re r and Receiver General.
Accounts Receivable: It was noted that charges are  not made to the Accounts Re­
ceivable Account until payments are  received. This practice is contrary to instructions 
contained in the C om ptroller's Accounting Manual and should be corrected.
Forfeited Graduation Deposits: On June 7, 1950 the date of the current audit, there 
was $750.00 on hand on account of forfeited graduation deposits. Of this amount $550.00 
was on hand on the date of the previous audit. This income should be transferred to the 
State T reasu re r as soon as possible in accordance with Section 27 of Chapter 30 of the 
General Laws.
Clothing Inventory: An inventory of the clothing indicated a shortage of $285.49 
which is equivalent to 1. 35% on sa les . These sa les include obsolete merchandise which 
was valued at regular selling price.
This clothing inventory was not checked to the stock ledger cards kept in the stew­
a rd 's  departm ent on the ship, because they were not currently posted. The explanation 
offered was that the training ship had just returned from its annual cruise.
Obsolete Item s in Midshipmen's Clothing Inventory: The physical inventory on 
June 7, 1950 amounted to $2,646. 98 at selling price. Although $3,275.10 w o r^  of ob­
solete m erchandise had been disposed of during the current period, there is still $ .
of obsolete books and clothing included in the inventory. Necessary steps should be 
taken to dispose of this m erchandise. The salable merchandise on hand at present is
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valued at $1,907.11.
Midshipmen's Clothing Accounts: An analysis of the Midshipmen's Clothing Accounts 
as of June 7, 1950 reflected an improved condition over that noted on the date of the p re ­
vious audit. The amounts due on both dates follow:
Due to Disenrolled Midshipmen 
Due from Disenrolled Midshipmen 
Due Midshipmen in Academy
June 1, 1949 June 7, 1950
$1,702 47 $ 17 16
77 99 77 99
2,231 92 6,984 05
Officers' Mess Fund: This fund has been inactive for several y ears. In accordance 
with a suggestion made in the previous audit report, this fund has not been discontinued 
and the balance of $524. 60 on hand on June 1, 1949 was tran sferred  to the Welfare and 
Social Fund with the approval of the Board of Com m issioners. It is  understood that this 
money is to be used for the benefit of the midshipmen.
Special (Old Canteen) Fund: In accordance with a suggestion made in the previous 
audit report, this account has been discontinued. The balance of $226.17 on hand on the 
date of the previous audit, plus $12. 90 found in the safe, o r a total of $239.07 was also 
transferred to the Welfare and Social fund. This transfer was also approved by the Board 
of Commissioners.
Full and By Account: As this account had been inactive for several years it was sug­
gested in the previous audit rep o rt that it too be closed. The Academy officials, with the 
approval of the Board of Com m issioners, also tran sferred  the balance of $15.39 rem ain­
ing in this account, to the Welfare and Social Fund.
Fees Paid by Midshipmen: Fees in effect during the period under audit were as fol­
lows:
Insurance Fee - $3. 60 per year - payable in a lump sum. To pay 
for the cost of $1,000.00 liability policy required  of a ll Midshipmen 
by the U. S. M aritim e Commission. (Prem ium s are  rem itted to this 
Commission).
Welfare and Social Fee - $15.00 per year - payable $1.25 a month.
To defray expenses associated with recretional activities.
Athletic Fee - $10.00 per year - payable $.83 a month. To defray 
expenses associated with athletic activities.
Clothing (Special) Fee - $100. 00 per year - payable $8. 33 a month.
To meet requirem ents for replacem ents of clothing and equipment for 
ensuing year and to assu re  that the Midshipmen have a sufficient bal­
ance to meet requirem ents and indebtedness. Senior class is exempt.
Service (Special^ Fee - $100.00 per year - payable $8. 34 a month.
To meet the Service fee requirem ents for the ensuing year. Senior 
class is exempt.
It is understood that the Board of Com missioners a re  contemplating a further change 
in the above fees beginning with the c lass enrolling in September 1950.
John J. Egan Memorial Fund: This Memorial Fund was se t up by Mr. J. J . Egan, 
Sr., to memorialize his son 's serv ice and loss of life while on a cruise as a Midshipmen.
The money entrusted is to be used annually to inscribe the name of outstanding Mid­
shipmen on a large cup trophy which was presented to the Academy by Mr. J . J. Egan, 
Sr. On the date of audit, there was a balance of $255.00 in this fund.
Captain Emery Rice Memorial Fund: This Memorial Fund was se t up to m em orialize 
Captain Rice through a gift from  his s is te r .
The money entrusted is  to be used to acquire mementos, re lic s , and war souvenirs 
of both World W ars and to exhibit and care for the War m edals, books, and pictures of 
Captain Rice, which were presented to the Academy by his s is te r . On the date of audit, 
there was a balance of $470.00 in this fund.
MASSACHUSETTS SCHOOL OF ART REPORT No. 2739
Trust Funds - Income: On date of audit, three  T rust Funds Income balances were
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not in agreement with the C om ptroller's Records, as follows:
Albert H. Munsell Fund Income, Per Books 
Albert H. Munsell Fund Income, P er Comptroller
$222 03 
322 03
Difference to Adjust $100 00
Mercy A. Bailey Fund Income, P er Books 
Mercy A. Bailey Fund Income, P er Comptroller
$20 97 
21 59
Difference to Adjust $ 62
Rebecca R. Joslin Fund Income, P e r Books 
Rebecca R. Joslin Fund Income, P er Comptroller
$973 68 
986 80
Difference to Adjust $ 13 12
While this audit was in progress daily statem ents of transactions were received from 
the Com ptroller correcting these differences.
Art School A ssociates, Inc.
Voided Checks: It is  suggested that the signature part of the check be removed on 
all voided checks.
Change Fund: It is again suggested that a  change fund be created in a specified a- 
mount and that a  corresponding account be se t up in the general ledger for it.
D isbursem ents from  Daily Receipts: It is again suggested that the present practice 
of making payments of a ll kinds from the daily cash receipts be eliminated and that the 
Petty Cash Fund be used for the purpose for which it was originally intended.
NEW BEDFORD TEXTILE INSTITUTE REPORT No. 2704
State Accounts: The reconciliation of cash on March 31, 1950 showed a shortage of 
$11.70. This shortage was carried  over from the form er Treasurer and the matter has 
been re fe rred  to the Attorney General for disposition.
Bookkeeping and R ecords: It was stated in the previous audit report that the expense 
ledger for the fiscal year 1948 had not been maintained. It was noted that the Expense 
Ledger for the 1949 fiscal year is  currently posted.
Accounts Receivable: In accordance with a suggestion made in the previous audit re­
port the uncollectible accounts receivable were referred  to the Attorney General for dis­
position and proper authority was received to charge them from the records.
Special Appropriations: It was stated in the previous audit report:
"The institution records on account of special appropriations show 
a disbursem ent of $10,463.10 for contractual work done in the Chemis­
try  Laboratory which has not been allowed by the Comptroller.
"The Comptroller refused to approve this payment because the pro­
visions of Chapter 29, Section 8A of the General Laws, as most recently 
amended by Chapter 547 of the Acts of 1941, regarding public advertis­
ing in newspapers or trade periodicals before awarding the contracts, 
w i  not complied with and because the contract had not been approved 
hv the Attorney General's Office.
y "It was learned from the principal of the School that a bill was intro­
duced in the current session of the legislature for authority to pay this 
claim. "
It was noted that claim was paid in accordance with a Special Act passed by the Gen­
e ra l Court.
Students' Deposits: It was stated in the previous audit report:
"Tt was noted that $524.00 on account of chem istry fees and $17.00 
on account of lost keys are included in the Students' Deposits balance 
of $572. 25.
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"As both of these item s represent income accruing to the Common­
wealth, they should be transferred  to the State T reasurer as soon as 
possib le ."
This income has now been transferred  to the State T reasurer.
Trust Funds: In connection with the checking of scholarship awards, it was noted 
that they were not recorded in the minutes of the meetings of the Board of T rustees.
New England Foundation Grants: In October 1947, this Institute received two grants 
totaling $8,000.00 from the New England Textile Foundation to be used for equipment and 
salaries. The Foundation allotted $6,000.00 for equipment and $2,000.00 for sa la rie s . 
These grants are in the custody of the president of the Institute.
In addition to the above grants the Institute was also granted in October 1948, 
$11,400.00 for equipment and $8,820.00 for faculty aid. In this instance, however, the 
Foundation handles the funds and makes all disbursem ents.
An examination of the grants disclosed that an expenditure of $50.00 was made out of 
the October 1947 grant for sa laries of $2,000.00, to cover the expenses of a New York 
visit taken by the president of the Institute. There was no written authority on file from 
the New England Foundation to cover this expenditure.
The question is raised as to whether or not this expenditure was in accordance with 
the original intent of the grant.
Book and Supply Department Fund: It was stated in the previous audit report:
"It is recommended that a suitable bookkeeping system  be installed, 
that the cash be balanced daily, and that the cash be deposited in the 
bank at regular intervals, daily if possible. "
A suitable system has been installed and the cash is now being handled in a sa tis fac ­
tory manner.
Athletic Association Fund: This fund was not examined because the records were in­
adequate and not currently written up.
There was no action taken on a previous suggestion that an adequate system  be in­
stalled and the personnel handling it be properly instructed in its operation.
This suggestion is, therefore, again made.
SCHOOL BUILDINGS ASSISTANCE COMMISSION REPORT No. 2716
Payments by the Commonwealth to Cities and Towns under Chapter 645 of the Acts of 
1948 as amended by Chapter 637 of the Acts of 1949. This Commission was created to en­
courage the establishment of regional and consolidated public schools and to provide f i­
nancial assistance to cities and towns in the construction of school buildings. As of the 
date of audit May 1, 1950 no payments had been made to the c ities and towns for construc­
tion grants. The General Court appropriated $600,000 for this purpose for the fiscal year
1950. Preliminary details are  currently being worked out and it is expected that a large 
portion of this amount will have been paid to the cities and towns in the form  of grants be­
fore the end of the 1950 fiscal year.
Financing: The law makes no provision to aid the various c ities and towns in obtain­
ing the funds necessary to construct school buildings as the g rants, which a re  to be paid 
over a period of years, are made after the construction has been completed and the final 
cost determined. It is therefore necessary for the m ajority of the cities and towns to ob­
tain funds for this purpose from the sale of bonds. The in terest ra te  payable on these 
bonds while not exorbitant is , nevertheless, g reater in most cases than the ra te  at which 
the Commonwealth can borrow money.
The following is a lis t of borrowings by c ities and towns for school purposes:
Date
City or 
Town Amount
Interest 
Rate 
Per cent
Period of 
Issue
6/ 1/49 
3/ 1/49 
8/ 1/49 
3/15/49
Templeton
Otis
Pembroke
Wayland
$ 40,000 00 
60,000 00 
60,000 00 
140,000 00
2 1/4 
2
1 3/4 
1 3/4
20 years 
20 years 
12 years 
20 years
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Date
City or 
Town Amount
Interest
Rate
Per cent
Period of 
Issue
2 / 1/49 Agawam $ 399,000 00 2 20 years
7 / 1/49 Framingham 164,000 00 2 20 years
7 / 1/49 North Reading 240,000 00 2 20 years
4 / 1/49 Oxford 300,000 00 2 1/4 20 years
4 / 1/49 Charlton 210,000 00 2 1/4 20 years
9 / 1/49 Sudbury 150,000 00 1 3/4 15 years
7/15/49 Norwell 300,000 00 2 1/4 20 years
4 / 1/49 Brookline 1,016,000 00 1 3/4 20 years
5 / 1/49 B illerica 380,000 00 2 19 years
6 / 1/49 Sandisfield 38,000 00 2 1/4 20 years
7 / 1/49 Arlington 637,000 00 1 3/4 20 years
6 / 1/49 Lanesborough 250,000 00 2 1/4 20 years
8 / 1/49 East Bridgewater 400,000 00 2 20 years
7 / 1/49 Lowell 1,000,000 00 2 1/2 20 years
5/15/49 Holden 570,000 00 2 20 years
10/ 1/49 Sutton 325,000 00 2 20 years
8/15/49 Ashland 120,000 00 2 20 years
9 / 1/49 Shutesbury 42,000 00 2 10 years
12/15/49 Wilbraham 330,000 00 1 3/4 20 years
9 / 1/49 Lakeville 130,000 00 2 20 years
6 / 1/49 Lynn 200,000 00 2 15 years
9 / 1/49 Leverett 140,000 00 2 1/4 20 years
8/15/49 Yarmouth 350,000 00 1 3/4 20 years
9/15/49 Freetown 150,000 00 2 20 years
10/ 1/49 Lynnfield 275,000 00 1 3/4 20 years
3 / 1/50 Lynnfield 25,000 00 1 3/4 20 years
12/ 1/49 Norton 465,000 00 1 3/4 20 years
10/15/49 Marshfield 391,000 00 1 3/4 20 years
7 / 1/49 Natick 600,000 00 2 20 years
7/15/49 Canton 537,000 00 2 20 years
11/ 1/49 Norfolk 240,000 00 2 20 years
10/ 1/49 Walpole 445,000 00 1 3/4 20 years
3/15/50 Hanson 500,000 00 1 3/4 20 years
1/15/50 Sturbridge 170,000 00 1 3/4 20 years
4/15/50 Sharon 400,000 00 1 3/4 20 years
4/15/50 Cohasset 694,000 00 1 3/4 20 years
4/15/50 Cohasset 118,000 00 1 3/4 19 years
4/15/50 Cohasset 79,000 00 1 3/4 15 years
By comparison the Commonwealth has recently made the following borrowings:
Date Purpose Amount
Interest 
Rate 
Per cent
Period of
Issue
6/28/49 Fall River Harbor $ 300,000 00 1.6 10 years
6/28/49 Capital Outlay 6,000,000 00 1.6 13 years
6/28/49 Logan Airport 6,000,000 00 1.6 16 years
6/28/49 Boston Harbor 3,500,000 00 1. 6 20 years
6/28/49 Metropolitan
Sewerage 2, 000,000 00 1.6 20 years
2/10/50 Capital Outlay 4, 500,000 00 1.5 12 1/2 yei
2/10/50 Metropolitan 
Sewerage - North 300,000 00 1.5 20 years
2/10/50 Metropolitan 
Sewerage - South 1,200,000 00 1.5 20 years
2/10/50 Metropolitan 
Additional Water 5,000,000 00 1.5 30 years
2/10/50 Metropolitan Water 
D istrict - Water Use 
Development 3,540,000 00 1.5 30 years
2/10/50 Sinking Fund Refinancing 410,000 00* 1.5 21 years
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* Callable on any in terest date after 5 years from date of issue.
It is obvious from this comparison that the Commonwealth is  in a position to borrow 
money at a cheaper ra te  of in terest than many of the cities and towns. While the Com­
monwealth borrowed at ra tes  of 1. 5% and 1.6% many cities and towns committed them­
selves at ra tes of 1 3/4% to 2 1/4%. Sould the present statute be amended to place the 
credit of the Commonwealth directly behind such borrowings, substantial savings to the 
taxpayers will result Immediately and continue for the next twenty years.
Bonding of Personnel: At the present time no member of the Commission or its em ­
ployees is bonded. It is recommended that the clerk whose duty it is to handle advances 
from the State T reasurer be bonded.
STATE TEACHERS COLLEGE AT FRAMINGHAM REPORT No. 2717
Bookkeeping Records, etc: The audit of this college's accounts was started  on May 1,
1950. On the occasion of this visit, It was immediately obvious that the records neces­
sary for making an audit were not posted or entered currently. This Included the fol­
lowing:
Cash Book - Cash Disbursements - not recorded since June 30,
1949
Cash Receipts - many items recorded in pencil 
General Ledger - not posted since June 30, 1949 
Journal Entries - none made or entered since June 30, 1949 
Closing Entries 1949 - Received by the school but not yet posted 
In the general ledger 
Board Ledger - none maintained 
Financial Reports - none submitted for Fiscal 1950
It was learned that the college had made a change Qf bookkeepers on June 1, 1949, 
but the appointee had not apparently been properly instructed in the manner of keeping the 
records. It is understood that the school authorities had requested that the C om ptroller's 
Bureau send a representative for the purpose of instructing the necessary personnel - but 
no one was made available to the school for this purpose until May 1950, nearly one year 
later.
It is, therefore, suggested that the C om ptroller's Bureau give the college necessary 
assistance in bringing its records on a curren t basis so that the subsequent audit of this 
institution's accounts may be satisfactorily  completed.
Cash Variance: In balancing the cash a variance of $95.48 was noted. Because of the 
status of the records, this account could not be identified.
STATE TEACHERS COLLEGE AT LOWELL REPORT No. 2644
Closing Entries: As the closing entries had not been received from the Com ptroller’s 
Bureau for the 1949 fiscal year p rior to the completion of the current examination, it was 
impossible to complete this audit of the accounts of this college.
STATE TEACHERS COLLEGE AT NORTH ADAMS REPORT No. 2732
Cash: A shortage of $12. 39 was noted when the cash on hand was counted and bal­
anced on June 19, 1950.
State Aid: Disbursements of these funds to students exceeded the amounts received 
from the Department of Education in the amount of $12.00.
Accounts Receivable: A tr ia l balance of the Accounts Receivable Subsidiary Ledger 
was drawn off as of March 31, 1950, and it was noted that the detail of the subsidiary led­
ger did not agree with the control account. The following shows the accounts receivable 
balances as indicated by institution records as of March 31, 1950.
Subsidiary Ledger T rial Balance $1,482 44
General Ledger Control Account 1,419 03
Income Statement - per March 31,
1950 Financial Report 1,333 74
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This condition was commented upon in previous audit rep o rts  and it is  again advised 
that the control and detail should be in reconciliation and the balances shown on the In­
come Statement of the monthly financial reports should re flect the co rrec t balances of tht 
accounts outstanding.
Funds T ransferred  to State T reasu re r: The last tran sfer of income receipts to the 
State T reasu re r was noted to have been made on May 5, 1950.
Records Not Posted Currently: Because certain  records were not posted up to the 
date of the curren t examination, certain  item s including the accounts receivable and in­
come accounts were verified only through March 31, 1950.
STATE TEACHERS COLLEGE AT SALEM REPORT No. 2657
Advances to Employees: It was noted that the disbursing and re tu rn  of advances to 
employees was placed under the column "Advances by State T reasu re r"  in the cash book. 
It is  suggested that th is column heading be changed with the approval of the Comptroller's 
Bureau to "Advances - Employees", and such an account be se t up in the General Ledger.
Endowment Fund: The previous audit report included a  comment recommending that 
general ledger accounts be se t up for each individual endowment fund. While this recomr 
mendation has been partially  complied with, it is further suggested that accounts of the 
sam e type be se t up for the following:
Amanda Parsons Fund 
Susan B arker Scholarship Fund
STATE TEACHERS COLLEGE AT WORCESTER REPORT No. 2661
General: The financial transactions of the college are  not kept in accordance with 
the C om ptroller's Accounting Manual.
In this connection it will be noted that the previous audit report included the following 
comment:
"That the C om ptroller's Bureau visit the College and instruct the 
personnel in order that the financial transactions be recorded in ac­
cordance with the Accounting Manual. "
As this suggestion has not been followed it is again suggested that a representative 
of the C om ptroller's Bureau v isit the college for the purpose of instructing personnel as 
to the proper keeping of these financial records.
TEACHERS' RETIREMENT BOARD REPORT No. 2685
T ria l Balance of Contributions Ledger: An examination of the contribution ledger 
cards showed that many postings were not being made currently. Entries for contribu­
tions a re  often made in the cash book two months p rio r to their entry in the ledger. It is 
recommended that postings to the ledger be made at the end of every month.
It was also noted that no tr ia l  balance had been taken of the contribution ledger. This 
should be done at the end of each month and also at the end of the calendar year.
Records - Microfilm: The previous audit report recommended that the bookkeeping 
reco rds relating to the teach e r 's  deposits be m icrofilmed. It was noted that this is now 
being done.
Securities Records: The examination of the record  of secu rities, which is kept on a 
card system , indicated that the am ortized value of the securities had not been carried 
from one card  to another when several cards were being used to record  the status of a 
particu lar security . It is recommended that this be done.
UNIVERSITY OF MASSACHUSETTS AT AMHERST REPORT No. 2664
Cash Over and Short: On October 31, 1949, the opening day of the audit, there was 
a  net cash overage of $125. 25 noted in connection with the balancing of cash. The record 
of daily cash variances was analyzed for the audit period, and a comparison of the vari­
ances for the current and previous audit periods was made and the variances of the cur-
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rent audit period were discussed with the assistan t tre a su re r . While most of the v a r i­
ances occurred during student registration  periods, it was noted that variances also oc­
curred in each of the months within the audit period.
The processes involved in handling cash receip ts and payments sections of the tre a s ­
urer's office were discussed with the assistant trea su re r , and it Is understood that con­
tinued efforts are now being made to reduce these cash variances to a minimum.
Advance Money: The reconciliation of advance money as of October 31, 1949 indi­
cated a deficit balance in the amount advanced for Office and Adm inistrative Expenses - 
sub-section 14 - of the Maintenance Appropriation.
Special Appropriations: The completion date of the base contract awarded under 
Project #8113-07 - New Physics Building, according to the contract term s, was Septem­
ber 21, 1948. The request of the contractor to grant an extension to October 31, 1949 
had not been approved by the M assachusetts Public Buildings Commission as of January 5,
1950.
Control of Non-Expendible Property: The prelim inary report of the financial oper­
ations of the University for the year ended June 30, 1949 showed equipment on hand val­
ued at $1,351, 952.30. This amount included laboratory and scientific equipment, auto­
motive equipment, machinery and tools, mechanical equipment and furnishings and 
fixtures. Copies of Inventories submitted by the various departm ents as of June 30,1949 
are filed with the University trea su re r . It was noted that, following a suggestion made 
at the time of the previous audit, the inventories a re  now certified as being co rrec t by the 
respective departments.
Personnel - Records and Pay Roll Disbursem ents: Not including the student labor 
pay roll, the University authorities reported to the State Com ptroller that there  had been 
1,305 permanent and tem porary employees on the University pay ro ll for the period from 
July 1, 1949 to April 30, 1950.
Previous audit reports commented upon the fact that there was no one location at the 
University where pertinent information on all personnel could be obtained.
In a discussion with the sec re tary  of the University, while the current audit was in 
progress, it developed that tem porary per diem employees - so-called, "Quota Labor" - 
were, in some cases, being paid below the prescribed  wage scales based upon the length 
of service of the individual employees and upon ru les and regulations of the Division of 
Personnel relative to annual increm ents.
This situation was brought to the attention of the University trea su re r .
An analysis of the so-called "Quota Labor" was made by the University and a tra n s ­
fer of $21,000.00 from -01, Personnel Services - Perm anent to -02, Personal Services, 
Other, was requested to provide funds to pay re troactive  amounts due to bring the wage 
rates of the employees to a proper current annual ra te .
It is understood that information on all employees will be available in the Personnel 
section of the P resident's office in the future.
It is recommended that the Division of Personnel and Standardization in the Commis­
sion on Administration and Finance review the entire personnel struc tu re  of this Univer­
sity.
Notes Receivable - Suspense: It is again suggested that the University officials in­
terpret the instructions contained in the Accounting Manual, which re fe r  to accounts r e ­
ceivable referred  to the Attorney General, to apply also to the notes receivable which the 
University has referred  to the Attorney General for collection, and that proper entries 
be made on the records to reflect the status of notes receivable.
Tuition Charges: The previous two audit rep o rts stated:
"An examination of invoices submitted to parents for the payment of 
tuition showed that resident tuition ra tes  were paid by persons whose 
residence addresses were outside the Commonwealth. This was d is­
cussed with the university trea su re r  who stated that the ru les covering 
the payment of tuition had a proviso to the effect that a student would 
not lose residential preference during his continuous attendance at the 
university. The treasu re r also said that if the parents or guardian or 
a student paying non-resident tuition ra te s , became residents of the 
Commonwealth, the student would receive the benefit of the resident 
ra tes. It would seem that, when a residential preference is lost by
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virtue of the moving of a  parent o r guardian to another s ta te , the stu ­
dents who would be in attendance a t the college would be charged the 
non-resident tuition ra te . "
This condition has not changed, therefore, attention is  again called to it.
University Production: Beginning in 1940 the budgetary classification "Farm " was 
changed to "Productive E n terp rises"  and included the following departments:
Dairy
Farm
Floriculture 
Mount Toby 
Pomology 
Poultry Husbandry
The University general ledger now includes the following accounts relating to the farm 
activities:
Farm  Production
Farm  Storage
Farm  Products Used
Clearing Account P r io r  Farm  Storage
These accounts show only transactions which come within the supervision of the Farm De­
partm ent. If the titles  of these accounts were changed, and the word "Farm " in each of 
the four accounts be replaced with the word "University", the production and disposition 
of all the University departm ents could be recorded on the financial records of the Univer­
sity T reasu re r and these accounts could reflect the entire production of all the University 
departm ents.
At the time of severa l previous audits, this m atter was brought to the attention of the 
University T rea su re r , and it was suggested that the University departments be provided 
with the subsidiary form s now in use at the Farm  Department so that the monthly produc­
tions rep o rts  which a re  subm itted to the T re a su re r 's  office could be verified to a record 
of original entry.
It is  again recommended that this m atter be re fe rred  to the Commission on Adminis­
tration  and Finance, so that the necessary  records of original entry and a complete cen­
tra lized  control of a ll University production and disposition may be installed.
Alvord Dairy Scholarship Fund: It was shown in the previous audit report that the be­
quest under which this fund was established specified that the fund was bequeathed to:
" .........The M assachusetts A gricultural College, Am herst, Massachu­
se tts , provided that the present name and leading features of said col­
lege be not changed, to found a scholarship, to be known as the Alvord 
Dairy Scholarship........."
On October 31, 1949 the balance In this fund was $4,197.15 with accumulated income of 
$1,325.38. The name of the college was changed by Chapter 127 of the Acts of 1932 to 
the M assachusetts State College, and then changed to the University of Massachusetts by 
Chapter 344 of the Acts of 1947. The question has been ra ised  in previous audit reports 
as to whether the tru stees are  complying with the original bequest in continuing to retain 
this fund.
Attention is  again called to the provisions of this fund.
Danforth Keyes Bangs Revolving Fund: This fund was established by the board of 
tru s tee s  by transferring  $5,000.00 from the Danforth Keyes Bangs Endowment Fund) 
which had been allowed to accumulate from  the original bequest of $6,000. 00.
As the Danforth Keyes Bangs Fund was established by a bequest providing: " . . .  the 
income thereof to be used annually .. .  ", it was recommended in previous audit reports 
that the Attorney General be requested to examine the establishing of the Danforth Keyes 
Bangs Revolving Loan Fund to determ ine if the fund could be properly se t up under the 
term s of the bequest. As yet this m atter has not been clarified. On October 31, 1949the 
balance in this fund was $5, 564. 67.
Charles S. Plumb Fund: The bequest under which this fund was established states
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that one-half the annual Income Is to be awarded each year and the other half of the annual 
Income is to become part of the original fund for the next fifty years after the plan goes 
into operation.
The records of the college show that no award has been made from  this fund.
Half the income earned to June 30, 1949 was tran sferred  to the principal account on 
June 30, 1949.
George H. Barber Fund: The income of this fund is to be used annually for the en­
couragement of general athletics among the student body as a whole. There have been no 
expenditures since prior to July 1, 1946 from this fund and accumulated income on hand on 
October 31, 1949 amounted to $3,223. 50.
Disbursement of Endowment Income: In connection with checking the disbursem ents, 
several items were noted which appear to be questionable charges against the various en­
dowment funds.
While it is recognized that certain  endowment funds, particularly  the Burnham, Ses­
sion and Wheeler Funds, a re  not re stric ted  insofar as expenditures a re  concerned as d is­
tinctly as are some of the other funds, it is thought that certain  expenditures made from 
them should have been confined to m atters other than the following:
Burnham Emergency Fund
Sept. 23 1948 4 Luncheons $ 3 00
Feb. 24, 1949 10 Dinners 11 50
Mar. 16, 1949 1,000 Letterheads and Envelopes 29 55
June 16, 1949 61 Commencement Meals 88 75
Aug. 8, 1949 3 Luncheons 3 75
June 4, 1949 11 Dinners 38 50
Sept. 28, 1949 5 Luncheons 6 25
$181 30
Sessions Fund
Oct. 1948 T ransfer Organ and Piano $20 00
Mar. 5, 1949 7 Luncheons 6 65
Aug. 25, 1949 1,500 Copies Prelim inary
Financial Report 45 00 
$71 65
W heeler Fund
Nov. 12, 1948 Inauguration Program s $31 50
Dec. 9, 1948 1 Dinner 3 75
Jan. 19, 1949 6 Dinners 23 63
Jan. 31, 1949 3 Luncheons 2 25
$61 13
Boarding Hall: The June 30, 1949 financial report of the University showed the fol­
lowing information relative to the operations of the Boarding Hall for the 1949 fiscal year.
Appropriation Expenditures $422,314 54
Revenue Receipts 336,815 63
Excess of Expenditures over Receipts $ 85,498 91
It is understood from the University officials that receip ts from Boarding Hall operations 
are supposed to equal appropriation expenditures.
It is also understood from the University officials that the excess of expenditures over 
revenue was due to a change from a compulsory policy for the fiscal year 1948 and prior 
to a non-compulsory policy for the fiscal year 1949.
Pay Roll: The pay ro ll for the month of December 1949 was analyzed by positions, 
both permanent and tem porary, and the resu lts  a re  shown in the following schedule:
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Boarding Hall Pay Roll Positions
December 1949
Position Salary Grade Perm anent Temporary
Administration:
Manager
Junior Accountant 
Junior Clerk
Stores:
Storekeeper 
Storeroom Helper
Kitchens:
Dietitian
Chef
Head Cook
Cook
Baker
A ssistant Baker 
Meat Cutter 
Kitchen Helper
Dining Rooms:
Dining Hall Supervisor 
Head Dining Room Attendant 
Dining Room Attendant
Housekeeping:
Janitor
Housekeeper
Total
53 1 -
24 _ 1
6 1 1
2 2
“
17 1 _
9 1 2
2 2
21 1 _
21 1 3
14 2 2
10 4 2
16 1 .
9 3 1
13 1 -
7 17 10
30 l i
17 1 1
9 1 -
7 2 1
4 2
9 1 _
7 1 2
2 -
40 24
Note: In addition to the foregoing, an assistant professor
supervises the operations of one of the boarding halls.
The 64 positions shown on the preceding schedule, on monthly salary basis, are paid 
approxim ately $12, 585.00.
The Student Labor pay ro ll is in addition to the foregoing amount.
Meals Served: A tabulation of m eals served, according to the Boarding Hall records, 
was made for the two fiscal y ears , 1948 and 1949.
The m eals reported as having been served to Students and Student W orkers, and meals 
sold as cash sa les , were tabulated from records in the office of the University Treasurer 
for the year 1949 and compared with the daily and monthly records of the Boarding Hall. 
Meals served in both classifications represented about 97% of the total meals reported 
served.
The following schedules show this comparison, as tabulated for the two years ana­
lyzed:
Comparison of Meals Served 
1948 and 1949 Fiscal Y ears
1948 Fiscal Year Draper Greenough Butterfield Total
Students and Student
W orkers 221,312 192,191 114,167 527,670
Cash Sales 15,747 3,458 378 19,583
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Staff Tickets 23,010 4,524 1,249 28,783
Sub-Total 
Regular W orkers
260,069
10,110
200,173 
4,128
115,794
2,453
576,036
16,691
Total 270, 179 204,301 118,247 592,727
Days in Operation 345 308 239 ~
1949 Fiscal Year
Students and Student 
W orkers 
Cash Sales 
Staff Tickets
160,891
145,794
1,218
142,708
34,837
497
78,770
22,876
382,369
203,507
1,715
Sub-Total 
Regular W orkers
307,903
10,328
178,042
3,989
101,646
2,500
587,591
16,817
Total 318,231 182,031 104,146 604,408
Days in Operation 319 286 234 ~
1949 over 1948: 
Increase 
Decrease
48,052
22,270
- ) 
14, 101)
11,681
Note: "Draper Annex” Dining Hall opened in 1949 fiscal year.
A comparison of meals served in each month of the 1948 and 1949 fiscal y ears ap­
pears as follows:
1949 1948
Fiscal Fiscal 1949 over 1948
Year Year Increase Decrease
July 15,731 19,090 3,359
August 14,713 16,101 1,388
September 32,861 27,890 4,971
October 91,162 79,344 11,818
November 72,677 64,347 8,330
December 47,733 48, 961 1,228
January 69,693 66, 553 3,140
February 69,861 62,016 7,845
March 68,159 63,090 5,069
April 46,078 64, 997 18,919
May 53,874 64,186 10,312
June 21,866 16,152 5,714
Total 604,408 592,727 46,887 35.206
Net Increase 11,681 11,681
604,408 604,408 46,887 46,887
A comparison of costs per meal served was determined for the 1948 and 1949 fiscal 
years, and the comparisons made also on a monthly basis . The following schedule shows 
comparison, on an annual basis:
Comparison of Costs per Meal Served
1948 and 1949 Fiscal Years
1948
Total Number of Meals Served 592,727
Average 
Cost per
Total Costs Meal
1949
604,408 
Average 
Cost per
Total Costs Meal
Costs:
Personal Services $111,634 01 $.1883
Food Issues 210,181 85 .3546
$148,959 16 $.2463
238,369 10 .3944
72
Other Charges 
Total Costs
$ 17,542 16 
$339,358 02
P.D .6
Average Costs per E ater per Day,
$.0296 $ 23,736 64 $.0393
$.5725 $411,064 90 $■6800
1949 $2 04
Selling P rices , per Day, 1949
(A) Student Tickets $1_4285
(B) Cash Sales:
(1) Weekdays to March 14, 1949 $1 50
(2) Sundays to March 14, 1949 $1 60
(3) All days after March 14, 1949 $^_90_
Beginning with the opening of school in September 1949, a compulsory Dining Hall 
policy for certain  students was established. A comparison of the number of meals served 
In the corresponding months of the 1949 and 1950 fiscal y ears is  presented:
Comparison of Number of Meals Served
1950 Fiscal 1949 Fiscal
Year Year Increase Decrease
July 19,286 15,731 3,555
August 17,148 14,731 2,435
September 41,320 32,861 8,459
5,536October 85,626 91,162
November 72,206 72,677 471
December 44,656 47,733 3,077
Net Increase
280,242 274,877
5,365
14,449 9,084
5,365
280,242 280,242 14,449 14,449
With a change from a non-compulsory to a compulsory policy, less meals were 
served in October, November and December 1949 when compared with the corresponding 
months of October, November and December 1948.
Beginning with October 1949, the Boarding Hall submitted monthly reports of oper­
ations to the University T reasu re r. A comparison of total costs and average cost per 
meal for the months of October, November and December 1949 is shown as follows:
Comparison of Meal Costs
October November December
1949 1949 1949 Total
Personal Services $16,369 68 $15,625 94 $14,262 49 $ 46,258 11
Food 32,589 18 27,215 00 16,173 49 75,977 67
Other M aterials and
Supplies 2,224 31 749 93 153 15 3,127 39
Other Expenses 1,529 06 1,294 75 692 79 3,516 60
Total $52f712 23 $44,885 62 $31,281 92 $128,879 77
Number of Meals
Served 85,626 72,206 44,656 202,488*
Average Cost per Meal .6156 .6212 .7005 . 6365
Average Selling P rice
per Meal:
To Students .583 .583 .583 .583
Cash Sales .633 .633 .633 .633
To Employees .30 .30 .30 .30
Average Loss
Meals Served per Meal
* M eals Sold to Students 157,219
Meals Sold. Cash Sales 40,432
77. 64% 
19.97%
.0535
.0035
P.D .6
Meals Sold to Employees 4,837
204,488
.3365
73
2.39%
100.00%
Based upon the data In the preceding schedule and the analysis of m eals served, an 
operating loss, based upon the average loss per meal served, would approximate 
$10, 000. 00.
Each of the monthly rep o rts submitted by the Boarding Hall and signed by the Board­
ing Hall Manager showed the following amounts as profits after elimination of the so- 
caUed "Snack Bar":
October 1949 
November 1949 
December 1949
$ 7,113 21 
9,190 49 
1,016 28 
$17,319 98
From the foregoing it is obvious that:
1. During the 1949 fiscal year, there was a net increase  of 11,681
meals served at the Boarding Halls.
2. The f irs t appreciable decrease in m eals served In 1949 as com­
pared with 1948, was in April 1949 and May 1949 - the two 
immediate months following the increase in selling prices for 
"Cash Sales" from $1. 50 to $1. 90 per day.
3. There was an average daily operating loss in 1949 on m eals sold
to Students of $. 6115 per day per student.
4. There was an average dally operating loss on meals sold as "Cash
Sales" from $. 14 to $. 54 per day per eater.
5. After returning to a compulsory basis of feeding, fewer m eals were
served in the months of October, November and December 1949, 
as compared with corresponding months of the preceding year.
These a re  the f irs t full months of school year activities.
6. There is an operating loss of approximately $10,000.00, based on
the average cost and average selling price  for m eals In October, 
November and December 1949; while the reports of the Boarding 
Hall Manager showed profits of $17,319. 98 for the sam e period.
In view of the foregoing, it is suggested that the entire Dining Hall arrangem ent be 
again completely reviewed by the Commission on Adm inistration and Finance.
University Store: The activities of the University Store a re  divided into three c la ss i­
fications:
The textbook secton rep resen ts the transactions in the purchase and sale of textbooks 
to students.
The supplies section rep resen ts the purchase and sale of c lass supplies and candy, 
tobacco, notions, e tc . , to students.
The luncheonette section rep resen ts the transactions in the purchases and sa les of 
coffee, sandwiches, and an ice cream  bar.
Gross cash receipts recorded on the records of the University T reasu re r for the 
period under audit were:
Textbooks 
Supplies 
Luncheonette 
Post Office
$188,746 80 
109,913 95 
34,530 69 
750 00 
$333,941 44
Because the accounting system  is not designed for the ready verification of sa les 
through inventories, conversion to selling prices was not attempted and inventories were 
not taken.
Sales for the fiscal year ended June 30, 1949 increased $73, 270. 66 over sa les of the 
ptevious year. Sales were verified on a tes t basis to cash reg is te r tapes and to copies of 
Vouchers submitted to the Veterans Administration for reim bursem ent of books and sup­
plies issued to veteran students.
Purchases and expenses were verified by test to approved invoices on file in the of­
fice of the University T reasu rer.
The comparison of the operating statem ents, as compiled by the University Store em ­
ployees, for the fiscal years 1948 and 1949 is as follows:
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University Store
Comparison of Operating Statements
1949 1948
Increase 
1949 Over 
1948
Textbooks:
Sales
Cost of Sales
$169,296 08 
135,130 65
$114,725 26 
92,462 73
$54,570 82 
42,667 92
Gross Profit $34,165 43 $22,262 53 $11,902 90
Supplies:
Sales
Cost of Sales
$100,238 59 
85,463 22
$86,323 06 
67,854 54
$13,915 53 
17,608 68
Gross Profit $14,775 37 $18,468 52 ($3,693 15)
Luncheonette:
Sales
Cost of Sales
$30,249 71 
28,388 05
$25,465 40 
19,954 39
$4,784 31 
8,433 66
Gross Profit $1,861 66 $5,511 01 ($3,649 35)
Total:
Sales
Cost of Sales
$299,784 38 
248,981 92
$226,513 72 
180,271 66
$73,270 66 
68,710 26
Gross P rofit $50,802 46 $46,242 06 $4,560 40
Expenses - Total $39,904 19 $35,045 81 $4,858 38
Net Profit before Depre­
ciation but Including 
Other Income $11,448 27 $11,596 25 ($147 98)
The resu lts  of the foregoing were discussed with the University Treasurer who in­
dicated that there had been no change in mark-up policy during the 1949 year.
Expenditures for Salaries and Labor increased $4,385.87 from $29,977.38 in 1948 to 
$34,363.25 in 1949.
Previous audit reports included the recommendation that the Comptroller's Bureau be 
requested by the University authorities to install a re ta il value system of accounting in the 
Textbook and Supplies sections of the University Store.
UNIVERSITY OF MASSACHUSETTS AT FORT DEVENS REPORT No. 2631
Loaned Federal P roperty: A report by the College's Procurement and Property Of­
ficer was submitted to the Commissioner and Purchasing Agent of the Commonwealth un­
der date of August 10, 1949, which indicated that certain Federal property loaned to a 
concern doing business at the college had been lost or damaged in an amount totaling
$2,216.85. , , „  .
It is  understood that this concern has since the completion of this examination liqui­
dated the obligation in the amount indicated by payment.
Closing of the College: It is  understood that the buildings form erly used by the col­
lege have been turned back to the United States Government as of October 31, 1949. As 
of that date there were no more employees on the pay ro ll of the college. All financial 
reco rds including accounts receivable a re  being maintained under the control of the State 
Purchasing Agent in the State House, and will be so handled until such time as all finan­
cial transactions have been consummated.
INDUSTRIAL ACCIDENT BOARD REPORT No. 2725
Foreign Deposit Fund: The previous audit report stated in this connection:
"A balance in this account of $41. 58 has been carried  on the books 
and in the bank account with the advance money for several years. There 
has been no activity in this account during the year. It is recommended 
that arrangem ents be made to close out this account.
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It was noted that this account was closed out and the proceeds rem itted  to the State 
T reasurer.
DEPARTMENT OF LABOR AND INDUSTRIES REPORT No. 2690
Monthly Financial Statements: Many of the monthly financial statem ents do not show 
the usual cash schedule. It is advised that this schedule should be included in every 
monthly statement.
Apprentice Training; A new agreement between this Department and the Veterans Ad­
ministration was negotiated as of July 1, 1949. Official notification of the signing of the 
agreement was not received by this department until January 1950. As a resu lt of the de­
lay in acknowledgement, no reim bursem ents from this source have been received for the 
current fiscal year. As of January 31, 1950 the outstanding balance was $35,472. 78. It 
is understood that these schedules had been processed for payment and reim bursem ent 
will be made in the near future.
This new agreement became necessary  because of sa lary  increases to employees of 
the division which became effective July 1, 1949.
DIVISION OF EMPLOYMENT SECURITY REPORT No. 2729
General: Funds for unemployment compensation payments and for adm inistration of 
the State Division of Employment Security a re  provided for by maximum taxes of 3% a s ­
sessed against pay ro lls . Funds expended in M assachusetts for these purposes a re  p ro­
vided for or offset entirely by collections from employers within this Commonwealth. Em­
ployers with good records for continuous employment have been perm itted reductions 
from the maximum State levy of 2. 7%, and, as a re su lt of business conditions during the 
past few years, the percentage of this tax to many em ployers has been reduced to as little  
as . 5%. However, at present the minimum is 1% and it is understood that the reduced 
rates will soon be suspended.
Irreducibly included in these taxes is an assessm ent of . 3% collected by the Federal 
Government from em ployers, which, while it is  not segregated for this purpose, offsets 
the sums provided by the Federal Government to adm inister unemployment compensation. 
Under this levy, from  available s ta tistica l reco rds, it is estim ated that M assachusetts 
employers will have paid to the Federal T reasury  from  January 1, 1936 through June 30, 
1950 (collected in each case in the following year) approximately $85,000,000.00. As an 
offset to this Federal revenue, the Commonwealth has had returned to it for adm inistra­
tion of the State Division of Employment Security approximately $45,000,000.00, or ap­
proximately 53% of the total collected from M assachusetts employers. It was not possible 
to determine from this audit if any pa rt of the excess collected from M assachusetts has 
been distributed to other States; however, the m ost recent figures available indicate that 
the Federal Government has collected over $1,000,000,000.00 m ore than has been r e ­
turned to the various States. Of this surplus, M assachusetts taxpayers have contributed 
approximately $40,000,000. 00.
It does not appear to be a proper operation in government to thus accumulate needless 
surpluses in restric ted  funds as a resu lt of excessive taxation. To co rrec t this situation, 
die present Federal surplus accumulated by these collections should be distributed to v a r­
ious States in the same proportion by which it was accumulated, and the provisions of the 
law should be altered so that these funds will henceforth be collected directly , then r e ­
tained, and administered by the various States.
Legislation affecting these changes cannot be enacted by the M assachusetts General 
Court, but must be ordered by Congress.
Employer Contribution Rates: The following re lease  dated December 19, 1949covers 
changes in ra tes as initiated by the D irector and Council:
December 19, 1949
From: Division of Employment Security
881 Commonwealth Avenue, Boston
For: Immediate Release
Section 14c of the Employment Security Law as enacted in section 1, 
chapter 685 of the Acts of 1941, and which became section 14d by chap­
ter 534 of the Acts of 1943, provides that "if the unemployment compen­
sation fund available for benefits becomes less  than the amount of the 
benefit expense in that year of the most recent calendar year not ex-
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ceeding ten in which the highest benefit expense was paid the Director 
and Council shall make a declaration to that effect. Effective the 
quarter following such declaration the lowest four ra te s  of employer 
contributions shall each be advanced one-half of one per cent and the 
two and one-half per cent ra te  advanced to two and seven tenths per 
cent........."
As required by law, Antonio England, D irector of the Division of 
Employment Security, and the Advisory Council through its Chairman,
Francis J . C a rre iro , today made the declaration that the unemploy­
ment compensation fund available for benefits has become less than 
the amount of the benefit expense in 1949, the highest benefit expense 
in any year of the m ost recent ten years.
As of the s ta r t of business on December 19, 1949, a total of 
$111,446,029.00 in unemployment compensation benefits was paid to 
the unemployed of this sta te . As of the s ta r t of business on the same 
day the unemployment compensation fund available for benefits a- 
mounted to $111,067,994.00. This situation automatically advances 
the contribution ra te s  of all those employers who are  eligible for re ­
duced ra te s  under the experience rating provisions of the law to the 
next higher bracket as of January 1, 1950. This means that when the 
affected em ployers pay their contributions for the f irs t calendar 
quarter of 1950 they will use the higher contribution ra te . This in­
crease  in ra te s  will not affect contributions for the last calendar 
quarter of 1949 that a re  due no la te r than January 31, 1950.
Under the experience rating provisions of the law employers who 
have shown stable employment for a period of time have been granted 
reduced contribution ra te s  ranging downward from the legal ra te  of 
2.7% to one-half of one per cent.
Average contribution ra te  for a ll employers for the year 1949 is 
estim ated to be 1.4%. The Division of Employment Security will, 
p rio r to April 1, 1950, notify every employer subject to the law of 
his individual contribution ra te  that is  to be used in computing his 
contributions to be paid for the f ir s t  calendar quarter of 1950.
Adm inistration Expense - Funds Allowed by the Federal Government for Fiscal Year 
Ending June 30, 1949: The previous audit report stated as follows:
"Funds allowed for adm inistrative purposes for this fiscal year 
have been less  than the amount necessary  to cover the estimated • 
expenses for the period. At the date of the audit the balance of funds 
allotted for this purpose would be sufficient to cover administrative 
expenses only through April 15, 1949. Efforts were being made to 
get additional funds sufficient to cover expenses to the end of the 
fiscal year.
"A suggestion from  the Advisory Council of the Division relating 
to adm inistration, taken from  the Council's 1949 Biennial Report is 
as follows:
COPY
Excerpt taken from 1949 Biennial Report of State Advisory Council,
Division of Employment Security
(Explanation as to Need for Special Adm inistrative Fund)
"H. ADMINISTRATIVE AMENDMENTS: The Advisory Council sug­
gests the following amendments for consideration which will further 
perfect the law and facilitate the adm inistration thereof. They may 
be grouped as follows:
1 TO GUARANTEE THE CONTINUATION OF BENEFIT PAYMENTS 
IN THE EVENT OF CONTROVERSIES BETWEEN THE COMMONWEALTH 
OF MASSACHUSETTS AND FEDERAL AGENCIES.
W hereas the adm inistration of the M assachusetts Employment 
Security Law as enacted by the Great and General Court of the Com­
monwealth is  the subject m atter of concern to the Commonwealth ex­
clusively, control of the purse strings by the Federal government has 
caused the la tter to assum e an authority to dictate to the Great and 
General Court what the law should be and that of supervising and re -
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viewing the adm inistration of the law.
The present situation of the Division and the Commonwealth is  ex­
trem ely em barrassing. The D irector of the Division, in keeping with 
the policy of providing the g reatest amount of serv ice  to the people of 
the Commonwealth at the lowest possible cost, submitted proper bud­
gets to the Federal government. The Federal authorities a rb itra rily  
failed to provide funds adequate to efficiently adm inister the law, and 
the resu lts have been the ultim ate lack of serv ice , accumulation of 
backlogs and inconvenience and delays to both claim ants and em ployers.
"The Advisory Council fully appreciates that the curren t unusual 
situation will recu r whenever Federal authorities in their judgment and 
discretion fail to provide adequate funds for the proper and efficient 
administration of the Employment Security Law. There is always the 
possibility that for lack of funds the Division may be forced to close all 
of its offices at any tim e. Thirty-one States have already enacted laws 
creating funds to provide for such an emergency. Recognizing that with 
such funds there would be no interruption or delay of benefit payments 
pending settlement of any controversy or dispute which may a rise  be­
tween the Commonwealth of M assachusetts and the Federal authorities, 
the Advisory Council recommends that legislation be enacted which 
will permit the creation of a special adm inistrative fund comprising 
the following:
(a) Interest and penalties collected from delinquent em ployers. At 
present these funds a re  being placed into the Unemployment T rust Fund, 
although in character they are  not contributions as defined in the law.
(b) Any voluntary contributions that may be made to the Fund and any 
moneys that may be appropriated by the Commonwealth for the purpose 
of this Fund.
(c) A three-tenths of one per cent contribution to be levied against 
the pay rolls of all employers subject to the Employment Security Law, 
subject to existing lim itations."
Sufficient funds were allowed by the Federal Government to cover expenses for the 
fiscal year ending June 30, 1950, although the final $500,000.00 necessary  was not r e ­
ceived until late in June, 1950.
The " Administrative Amendments" were requested again, but no change had been 
made in the law to May 29, 1950, the date of the audit.
Payment of Claims: As a part of this audit, a survey was conducted to determ ine the 
currency of the processing and payment of claims by the Division.
Due to an amendment of Section 39 of the M assachusetts Employment Security Law 
effective November 7, 1949, initial appeals from determinations are  heard by a new De­
terminations and Hearings Unit. Initial determinations a re  now made in the local offices.
The Board of Review now hears second stage appeals and as of April 30, 1950 only 
186 cases were pending before this Board. An analysis of the age of these cases follows: 
60.5% of the decisions issued by the Board of Review during the month of April 1950 were 
within thirty days of the date of receipt. Only 1. 2% were later than 75 days.
Claims received by the Board of Review were examined over a short period to de­
termine if delays existed locally in forwarding claims to this Board. No unusual or una- 
voidable delays were noted.
Claims referred to the Determination and Hearings Department by local offices for 
review and determination were not examined, but a copy of a summary report of de te r­
minations and activities of this Department furnished information as to claim s disposals.
Receipts and disposals of Unemployment Compensation Cases in the Determ inations' 
and Hearings Department for the month of April, 1950 were as follows:
On hand beginning of the month 484
Received during the month 1,141
Total 1,625
Disposed of during the month 973
On hand end of the month 652
Dispositions:
Decisions 770
Withdrawals and dism issals 43
Defaults 160
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Other dispositions
973
Decisions by time lapse from date of receip t to 
date of decision including non-working days:
6 J P e r Cent
•0 -1 5  days 463 60.2 
16-30 days 184 23.9 
31-45 days 91 11.8 
46-75 days 31 4*0 
Over 75 days 1 ’ i
770 100.0
Determinations and Hearings Department received 157 experience rating cases and 
disposed of 265, reducing its inventory for this category from 892 to 784, to the end of 
April, 1950.
This department does not handle readjustm ent allowance appeals.
Reconciliation of Bank Accounts: Both bank accounts were reconciled during the cur­
ren t audit and in this connection, it was noted that there were 3,820 outstanding checks 
totaling $54,252.00, dating from January 31, 1938 to November 30, 1949 on the Benefit 
Payment Account. Included in the Readjustment Account were 1,225 outstanding checks 
totaling $24,779.00, dating from  September, 1944 to November 30, 1949, and it is again 
recommended that checks six months old, or m ore, be canceled and the proceeds set up 
in an Unpaid Check Fund.
Adjustments totaling $78.00 were found necessary in reconciling the Benefit Payment 
Account, and sim ilar adjustments totaling $88.00 were needed to effect a reconciliation 
of the Readjustment Account. These adjustments were made to correct erro rs made in 
charging checks to the wrong account, caused by the intermingling of Veterans' Readjust­
ment and Unemployment Compensation checks at the bank, since both the Benefit Payment 
and Veterans' Readjustment bank account are  placed with the same depository. The use 
of different colored checks for these accounts has apparently not provided sufficient pro­
tection in this m atter.
In the reconciliation of the bank accounts, it was noted that a total of $499.00 in dup­
licate payments, listed as fraud cases, were being held.
Reconciliation of Bank Balances - Benefit Account, Readjustment Allowance Act Ac­
count: The two bank accounts were reconciled by the machine section of the Division, 
after the audit date, as of close of business May 26, 1950.
The reconciliation statem ent of the Benefits bank account, which was received from 
the machine section, included a red  ink item of $7, 500.00. This item was used to affect 
a reconciliation of the bank statem ent balance of May 26, 1950.
The $7, 500.00 represented  a check drawn to the T reasurer of the United States from 
Federal Funds for Reconversion - Unemployment Benefits for Seamen.
It is  suggested that the machine room ledger balance be adjusted to the correct gen­
e ra l ledger balance.
Stock Accounts: The records in the stock room show that the inventory on July 1, 1949 
was as follows:
Form s U. C. 
Form s D. E. S. 
Form s V. A. 
Supplies
$53,200 00 
3, 176 86 
6,087 37 
29,883 68 
$92,347 91
Records of monthly issue values were discontinued shortly after the last audit. The 
cost value of issues for the last calendar year were not available. A card record is kept 
in the stock room for each item carried  in stock. It was again noted that no control ac­
count for this stock is carried  in the general ledger and it is suggested that the Comptrol­
le r 's  Bureau consider the advisability of setting up a control account in the general ledger-
Relation of Benefit Payments to Employer Contributions: It was noted that for the fis*- 
cal year ended June 30, 1949, the benefit payments were again in excess of the Employer 
Contributions and in terest credits as follows:
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Fiscal Year Ended June 30, 1949
Benefit Payments 
Less:
Checks returned, refunds, etc. 
Net Benefit Payments
$79,539,608 22
149,979 54 
$79,389,628 68
Employer Contributions and In terest $43, 647,029 05
Interest Credited by U. S. T reasury 3,700,386 98
$47,347,416 03
It was also noted that a sim ilar situation prevailed during the period from July 1 
1949 to May 26, 1950 of the 1950 fiscal year.
Period of July 1, 1949 to May 26, 1950
Benefit Payments 
Less:
Checks returned, refunds, etc. 
Net Benefit Payments
$101,304,672 16
171,856 58 
$101,132,815 58
Employer Contributions and Interest 
Interest Credited by U. S. T reasury
$48,781,651 20 
2,655,003 55
$51,436,654 75
Payments exceeded Employer Contributions and in te res t c red its during the 1949 fiscal 
year by $32,042,212. 65.
Debit Memoranda: Q uarterly wage and contribution reports as submitted by the em­
ployers are examined by the employer reports section of the Contribution Department, 
and if it is determined that additional contributions, in te rest or penalties a re  payable to 
the division, debit memoranda are  issued. The amount determined to be due from each 
employer is posted to the employer ledger account in the Delinquency and Collection Di­
vision.
When checks received in payment of contributions a re  returned by the bank as d is­
honored, charge vouchers a re  made out by the cash ie r 's  unit, and Debit memoranda to 
correspond are issued to the em ployers.
The total amount of debit memoranda is reflected in the division's Federal general 
ledger, but not in the State general ledger.
Delinquent Employer Reports: In addition to the amounts included in the debit memo­
randa, there are  cases where employers have not submitted quarterly  wage and contribu­
tion reports, consequently the amounts due are  not known. Figures compiled by the De­
linquency and Collection Division of the Contribution Department of the Division show 
employers delinquent in filing reports as of April 30, 1950, to be as follows:
Employers
Delinquent Current 1,672
Field Audit Outstanding 1,458
Legal Dept. Litigation 397
Legal Dept. Bankruptcy 318
Status Review 52
3,897
Contributions Receivable - Underpayments: The total underpayments of contributions 
receivable on April 30, 1950, amounted to $1,413,358.33 according to the Division re c ­
ords. Of this total $187,460.41 was in the Delinquency and Collection Division and 
$1,225,897. 92 was in the Legal Section for collection.
The accounts with the Legal Section date back to 1936, and of the $1,225, 897. 92, 
over $250,000.00 are  dated prio r to 1945.
It is suggested that all uncollectible accounts be removed to an inactive file, and it 
Is also suggested that proper authority be obtained to write off such accounts.
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Contributions Receivable - Dishonored Checks: The general ledger recording Fed­
eral transactions shows an account balance of $35,352. 25 as of April 30, 1950. Of this 
total $21, 570. 98 includes checks with dates prior to May 29, 1949. It is  suggested that 
dishonored checks not made good within a reasonable tim e be turned over to the Legal 
Section for collection.
D isbursem ents and Overpayment Recovery Section - Reconciliation of Control Ac­
count Balances: T ria l balances of individual ledger card balances supporting the overpay­
ment control accounts of Benefit Payments and Readjustment Allowance Payments have 
not been taken by Division personnel in the Section since January 31, 1949.
Both the supervisor and assistan t supervisor of this unit claimed that it was imprac­
tical to take tr ia l balances of the individual ledger card  balances at the audit date. It is 
suggested that tr ia l  balances be taken a t the ea rlie s t opportunity.
Overtime Pay Roll: According to Division records the overtime for the ten months 
ending April 30, 1950 amounted to $72,703. 93. For the entire previous fiscal year ended 
June 30, 1949 the total overtim e amounted to $17,792.10.
Maintenance Expenses: A comparison of certain  maintenance expenses for ten months 
ended April 30, 1949 with the ten month period ended April 30, 1950, indicated an increase 
in personal serv ices of over $1,000,000.00; and other expenses showing a substantial in­
crease  a re  as follows:
10 Months 10 Months
Ending Ending
April 30, 1949 April 30, 1950 Increase
Rent of Buildings 
Rental of Office
$302,797 56 $322,232 94 $19,435 38
Machinery 
R epairs - Office 
Furniture and
153,055 16 163,322 86 10,267 70
Fixtures 
Purchase of
9,351 38 28,305 71 18,954 33
Equipment 7,779 43 47,636 78 39,857 35
Equipment Control: The book value of equipment on June 30, 1949 was $484,871.47. 
No physical inventory of equipment has been taken in recent years and it is suggested that 
such an inventory be taken for control purposes.
Control of equipment is considered to be very necessary and lack of control could 
re su lt in unnecessary substantial losses.
Adm inistrative Expenses - Liabilities: At the end of the 1949 fiscal year liabilities 
for adm inistrative expenses were not included in closing the books. It is suggested that 
liab ilities be included in future fiscal year closings.
R estaurant: A restauran t has been opened in the basement of the building at 881 Com­
monwealth Avenue, Boston. It is  being operated by a person from outside the Division, 
and up to the date of the audit no charges had been made for rent, heat, light or water.
It is  suggested that a nominal fee should be assessed  for use of the various facilities.
Reserve for Benefit Payments - Conscience Fund: The previous audit report con­
tained the following:
"A balance of $695.00 is carried  in the State general ledger in the 
account called "Reserve for Benefit payments”. It is  understood that 
it rep resen ts conscience fund receip ts. A balance of $580.00 is c a r­
ried  in the Federal general ledger under the account name "Reserve 
for Benefit Paym ents Conscience Fund". The original total in the 
Federal general ledger account was $695.00, but $115.00 was charged 
against the balance by a journal entry dated March 12, 1942.
"As the accounts represen t the same item , the balances of each ac­
count should be the sam e in both led g e rs ."
In connection with the current examination it was noted that this balance now appears 
in both ledgers.
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DEPARTMENT OF MENTAL HEALTH
General Department REPORT No. 2628
1949 Advance Money: The general ledger on June 30, 1949 and July 7, 1949 showed 
a credit balance of $24. 80 plus $5.34 (deposited August 23, 1949 but already In cash r e ­
ceipts) or a total of $30.14 as a credit balance In the 1949 "Advance by State T reasu re r"  
account.
Of this amount, the sum of $2. 99 (already reported  as a 1949 expenditure) Is due and 
payable to an employee. The sum of $25.85 is  due and payable to the State T reasu re r as 
the unused balance of 1949 Advance Money. The reminaing $1.30 rep resen ts unidentified 
board income and should be forwarded to the State T reasu re r.
Since the 1949 books of the State T reasu rer and the Com ptroller a re  now closed, it 
will be necessary to close the department accounts by charging the unreturned advance 
to expense for 1949 and then having it returned to the State T reasu re r as a p rio r year r e ­
fund in the 1949-1950 fiscal year.
Cash Account: The general ledger on June 30, 1949 showed a cash balance on hand 
of $1, 920.14, which apparently included $1,890.00 for plans and specifications deposits 
and $30.14 advance money.
Plans and Specifications Deposits: While the general ledger account supposedly 
shows $1,890.00 to be on hand in this account, the curren t audit shows that this amount 
should have been $1, 935.00 It was noted that $10.00 covering a plan deposit was e rro n e­
ously sent to the State T reasu re r as institution income. It was fu rther noted that three 
deposits of $5.00 each and one deposit of $10.00 had been refunded twice and one refund 
for $10.00 had been made on which no deposit had been received. The $35.00 refunded 
in error has since been reim bursed and the $10.00 sent to the State T reasu re r has been 
returned and is now properly recorded.
The foregoing balance in this account of $1, 935.00 represented  receip ts as follows:
$ 20 00 received in 1946
35 00 received in 1947 
355 00 received in 1948 
1, 525 00 received in 1949 
$1,935 00
Of the $355.00 received in 1948 the sum of $60.00 was returned as of July 8, 1949. 
Of the $1,525.00 received in 1949 the sum of $1,175.00 was returned to the bidders as 
of August 24, 1949.
The balances remaining should be transm itted  to the State T reasu re r as income and 
should not be held in this category by the department.
Disallowed Travel Expense - 1937; It was noted that the sum of $55. 26 representing 
disallowed travel expense for the year 1937 was cleared  during the current audit period 
by a deficiency appropriation.
Cash Book - Patients' Funds: This cash book se t up in 1948 to tran sfer patients' 
funds out of the State cash book, is not being properly maintained. E ntries a re  in both 
ink and pencil, columns are  not footed and no beginning or ending balances a re  indicated. 
There is no reconciliation available with the general ledger control account.
General Ledger: Although an ea rlie r  section of this report indicated that a tr ia l bal­
ance of the general ledger was taken as of June 30, 1949, this was not accomplished un­
til September 1949 and at that time did not include the "Special” Appropriations Control 
1949 UD*S' the date of audit the general ledger had not been posted beyond January 31,
The following comments made in a previous audit report a re  hereby repeated as no 
change was noted in connection with this audit.
a. Numerous en tries  were made in the ledger accounts m erely in 
memorandum form - that is to say, a pencil entry was made in 
the debit or credit column without reference to its date o r origin.
*b. In a few instances no entry had been made at all to support the bal­
ances reported. The balances had been taken-off on note paper 
taking into consideration entries not as yet made but nothing was 
reflected in the account.
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"c. The subsidiary accounts were not in proof with the control accounts 
supporting them.
"d. P ractically  all the ledger sheets on the active accounts showed numer­
ous calculations made in pencil to a rriv e  at balances or to take into 
consideration anticipated en tries , e tc . , resulting in a very untidy 
record .
"It is suggested in view of the foregoing, that a  representative of the 
C om ptroller's Bureau give this Department the necessary  instructions 
in the use of this folio. "
Accounts Receivable - Institution Board: As of May 1, 1949 tabulating machines 
were installed which, it is hoped will speed up board billing processes and other book­
keeping operations. In connection with the installation, old accounts were split up into a 
so-called  "active" group and an "inactive" group.
The "active" group became the basis for machine billing while the "inactive" group 
rem ained as a  manual operation. It is  now the policy of the department insofar as is 
p ractical to b ill new adm issions to the various institutions at the time they enter the 
hospital.
Departm ent investigators a re  still working on the old accounts, and, when they are 
brought up to date, a  tran sfer of the balance due will be made to the "active" group and 
monthly charges will then be made by the machine bookkeeping operation.
As of audit date, July 7, 1949 the machines had been in operation only about two 
months. When an attem pt was made to reconcile the total cash receipts for the audit per­
iod with rece ip ts as shown on each hospital group it was noted that cash totaling $2,638.10 
"active" and $4, 580.28 "inactive" had not been posted as of June 30, 1949.
The $4, 580.28 was la te r posted to the "inactive" group as of June 30, 1949. The 
$2,638. 10 "active", however could not be corrected as of June 30, 1949 because trial bal­
ances had already been sent to the various hospitals. P a rt of this cash was posted to the 
July and August statem ents and it is understood that at the completion of the audit all cash 
had been correc tly  posted.
Reconciliation of Institution Income: The following differences were noted when rec­
onciling Departm ent Institution income with the Com ptroller's office.
Monson State Hospital - Cash collected at hospital between May 22, and 31, 1949, in 
the amount of $534.39 was correctly  forwarded to State T reasu rer but no advice was sent 
to the departm ent. This amount was therefore not posted to the accounts receivable de­
ta il fo r this hospital nor to Institution income ledger account for the 1949 fiscal year.
Northampton State Hospital - Cash collected at hospital in July 1949 received by State 
T reasu re r in July 1949 but posted by him to June 30, 1949 income - amount of $652.51.
Wrentham State Hospital -  Cash collected at hospital in July 1949 received by State 
T reasu re r in July 1949 but posted by him to June 30, 1949 income - amount of $631.43.
Medfield State Hospital - Cash collected at hospital in May and June 1949 amount of 
$3,255. 51 not forwarded to State T reasu re r until August 1949. Recorded by treasurer as 
1950 income, by department as 1949 income.
Machine Bookkeeping - Accounts Receivable and Cash Register: The forms now used 
in connec tion with accounts receivable under the new bookkeeping machine system con­
tains four money columns as follows:
1. Balance due last period
2. Charge this period
3. Paid since previous period
4. Balance now due
It was noted that column (3) contained credit adjustm ents to a patient's account as 
well as cash received. As combined entries of this nature sooner or later lead to confu­
sion, it was recommended by the auditor that another column be added to this form which 
will show credit adjustm ents separately. It is  understood that this recommendation has 
been acted upon and new form s will be made up as soon as possible.
Fractional Adjustments: It was noted, during this examination, that the work in the 
machine room was considerably hampered by the number of sm all adjustments made to 
the patients' accounts because of patients' absences from  the various hospitals.
Special Appropriation - Purchase and Installation of Tabulating and Business Equip­
ment: A previous audit report commented on a special appropriation of $37,000.00 au-
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thorlzed by Chapter 685, Acts of 1947 for the purchase of certain  bookkeeping machines 
for use by the department.
Subsequent to the previous audit, the purchase plan was discarded and bids were ac ­
cepted for a rental plan. With the awarding of the ren ta l contract It was decided to charge 
the expenses of Installation, cabinets, form s, and the ren ta l of the machines from  April 
27, 1949 to October 31, 1949 to the special appropriation account and re v e rt the balance. 
Subsequent rentals and expenses will be assum ed as a departm ental expense. It was noted 
that expenditures of $3,701.19 made during 1948-1949 plus encumbrances of $3,100.30 cm 
a total of $6,801.49 were charged to the special appropriation and the balance of 
$30,198.51 reverted  as of June 30, 1949.
All invoices charged to this account were examined and appear to be proper charges. 
Equipment such as files, racks, form s, e tc . , were seen to be on hand. The six  machines 
stipulated in the rental agreem ent were also seen and a re  now In operation.
Rental Tabulating Equipment: On December 29, 1948 the Commissioner of Mental 
Health signed an agreement for rental of six bookkeeping machines at a monthly charge of 
$545.20. This agreement runs for one year from  April 27, 1949, the date of installation 
of the machine.
BELCHERTOWN STATE SCHOOL REPORT NO. 2705
Materials and Supplies: Adjustments made during the audit period were examined 
and tabulated. Overage adjustm ents aggregated $1,320.84 and shortage adjustm ents ag­
gregated $659.00. Included in the overages adjustment was an adjustment of fuel amount­
ing to $419.88.
The analysis of the M aterials and Supplies Control Account in the General Ledger 
indicated an adjustment of $1,071.34 made in December 1949 to co rrec t e r ro rs  made in 
prior months of the current fiscal year. Apparently no proof of the accuracy and ag ree­
ment of detail records with the control account was made by the institution personnel for 
the months prior to December 1949.
Attention is called to paragraph 3, page 63 of the Accounting Manual in this regard .
Salvage Sales: Revenue from  salvage sa les for the period of audit was as follows, 
according to the records:
Bones and Grease
Calves, Bulls
Hides
Bags
Rags
$ 345 92 
3,152 95 
305 17 
628 63 
265 38 
$4,698 05
Sold on Bid
Sold on Bid and to 4-H Boys 
No Bids 
Sold on Bid 
Sold on Bid
Recording of Income Cash Receipts from Board of Patients: The previous audit r e ­
port commented upon the method of recording cash received for payments of board of pa­
tients.
In each of the two previous examinations, this condition was called to the attention of 
the institution, and it was suggested that the receip ts from  this source be recorded indi­
vidually on the date the payment was received by the institution.
An examination of the institution Cash Book for the curren t audit period showed little  
improvement in the conditions commented upon in these previous audit reports . The fol­
lowing examples are  shown:
1. January 1950 All the receip ts from Board of Patients were recorded
individually under date of January 5, 1950. Each entry 
showed a  figure after it, which the institution trea su re r  
stated was the date appearing on the check which was 
received by the institution
2. February 1950 Receipts from Board of Patients were recorded in the
institution Cash Book under dates of February  3 and 
February 17.
3. March 1950 Receipts from Board of Patients were recorded under
dates of March 1, March 13, March. 18, March 21 and 
March 31.
The institution treasu re r was asked how the cash could be balanced and proved daily 
with the cash book balance in view of the foregoing. She replied that she had no trouble 
in this respect. From  an examination of the institution cash book, it seem s highly im -
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probable that the cash could have been balanced and proved dally. In this regard , atten­
tion is  called to paragraph 5, page 45 of the C om ptroller's Accounting Manual, which 
states:
"The Cash Book Balance should be proved each day with the amount
of Cash on Hand and in Bank. "
Outstanding Checks: Attention is called to pages 49 and 50 in the Com ptroller's Ac­
counting Manual, relative to the procedure to be followed, and the time lim it established 
for outstanding checks drawn against the pay ro ll bank account.
Use of State Record Ink: Attention is called to the provisions of Section 4 of Chapter 
66 of the Tercentenary Edition of the General Laws, as shown on page 70 of the Handbook 
of the Department of Mental Health, 1944 Edition.
Monthly Financial Reports: The following Instances of variances in the monthly fln- 
nancial reports were noted:
1. Page 9 of all reports from  July 1949 to November 1949 inclusive
were m issing
2. Pages 1 and 6, "Total Appropriation Grant, Actual Expense Basis"
were not in agreem ent in the January 1950 and February 1950
reports
3. Page 7, "Income Statement” was not in agreement with the control
accounts in the General Ledger in the March 1950 report.
Pay Roll Bank Account: The reconciliation of the pay ro ll bank account showed that 
an employee appearing on page 6, block 1, of both the February 1950 and March 1950 pay 
ro lls  was credited with wages earned in the pay weeks ending February 11, 1950 and 
M arch 18, 1950. The sam e check number was shown on both pay ro lls as having been 
used to pay this employee.
The employee was charged with having earned wages in each week; and Retirement, 
Withholding Taxes and Bond Savings deductions were shown as being credited to the em­
ployee for each week.
As required  by law, monthly reports were filed with the State Comptroller on the 
sta tus of funds advanced for the payment of these pay ro lls . Thé gross amounts appear­
ing on both the February and March 1950 pay ro lls  were reported to the State Comptrol­
le r  on B .S. S. Schedules #420 and #462. The deductions for Retirement, Withholding 
Taxes and Bond savings were withdrawn from the pay ro ll bank account and transmitted 
to the proper agencies. Because of the foregoing the amount of $35.21 remains uncon­
tro lled  in the pay ro ll bank account and Is available for withdrawal.
The tim e card  for this employee was examined and it was noted-that this employee 
was absent from  his duties without pay, because of illness, for the pay roll week ending 
February 11, 1950.
It was fu rther noted that an overpayment of wages in September 1949 was reflected 
in the pay ro ll bank account reconciliation of April 3, 1950; although the employee had re­
funded the amount in October, 1949.
Count of Cash, April 3, 1950: At the time the cash on hand in the treasu re r 's  office 
was counted, inquiry was made if all cash had been recorded, and if all cash had been 
offered for audit, and it was maintained that this had been done. However, it was later 
determ ined that the institution trea su re r  had not given all cash for audit at that particular 
tim e.
Accuracy of Records: In view of the instances indicated, which are summarized as 
follows, the accuracy of the cash records is seriously questioned:
1. Uncontrolled funds In the pay roU account available for expenditure.
2. Wages shown as being paid to an employee for which no check was
found to have been issued, pay ro ll week March 18, 1950.
3. Wages shown as being paid to an employee for which no work had
been perform ed, o r earned credits available for the employee 
which could be used for payment and for which a check was issued, 
pay roU week February 11, 1950.
4. All cash not having been given to the auditor for count and verification.
Funds of Paroled Patients; The earnings and savings of patients on parole are  not 
recorded on the financial records of this institution.
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Paroled patients a re  perm itted to keep their bankbooks In their possession and make 
deposits in their savings accounts. The bank accounts in most cases a re  in the name of 
the Belchertown State School, subject to withdrawal by the superintendent or the assistan t 
superintendent. On June 30, 1949 the Social Service Department tabulated the balances 
in the savings accounts of paroled patients and confirmed the balances by correspondence 
with the various depositories. This tabulation of 132 bank accounts showed balances ag­
gregating $45,391.68.
Attention is called to the following recommendations covering the recording of earn ­
ings of paroled patients, which have appeared in the previous audit reports :
1. Control accounts be established on the financial reco rds of the 
institution.
2. Subsidiary records for each paroled patient showing earnings, pay­
ments to and/or expenditures made for the patient and the amount 
of savings of each patient be established.
BOSTON PSYCHOPATHIC HOSPITAL REPORT No. 2695
Accounts Receivable: It was noted that the balance of accounts receivable as of the 
date of audit consisted of charges from  the following years:
Year Charges
1950 $ 406 73
1949 2,211 70
1948 2,548 09
1947 4,004 70
1946 5,127 02
1945 4,948 76
1944 10,639 69
1943 8,489 44
1942 11,082 79
1941 7,678 11
1940 and prio r 12,102 43
$69,239 46
For purpose of convenience, this institution shows the foregoing accounts for record 
purposes as follows:
Current Active Accounts 
Active Accounts 
Old Active Accounts 
Additional Old Active 
Accounts (transferred  
from Suspense)
$69,239 46
$11,084 99 
7,887 59 
38,998 05
11,268 83
In an effort to verify this balance 540 verification notices on current balances were 
sent out during the audit period and 264 were returned by the Post Office unopened with 
"Address Unknown."
Previous audit reports of this institution 's accounts have repeatedly called attention 
to the large and ever increasing accounts receivable balance and to the fact that very l i t ­
tle is being done to correc t this situation.
The so-called Old Active ledger, which consists of 1,316 accounts with a balance of 
$38,998.05, agrees exactly with the balance on date of the last audit. The balance of the 
so-called Active ledger consisting of 217 accounts shows no change from the $7,887. 59 
balance on date of last audit. The sam e condition is  true  of the 656 Suspense accounts 
transferred to Active with a balance of $11. 268. 83.
The previous audit report dated February 8, 1949 recommended "that the Depart­
ment of Mental Health make a periodic examination of the accounts receivable ledgers 
kept at the institution, and either attempt to collect these charges, write them off as un­
collectible, or transfer them to the Attorney General for co llection ." As nothing has 
been done in this regard , attention is again directed to this condition.
BOSTON STATE HOSPITAL REPORT No. 2700
Funds of Discharged Patients: Previous audit reports have commented on the large
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number of ledger cards showing balances for discharged patients. While an effort has 
been made to dispose of many of these balances, there  still rem ains in this category 304 
accounts totaling $754.75. Only three of these patients discharged during the current 
audit period failed to take their money with them.
Patients' Funds - Savings Bankbooks: The previous audit report recommended that 
a memo book be used to record  all transactions in patients' bankbooks. This recommen­
dation has been followed.
On the date of audit, there were 75 bankbooks in the custody of the institution trea s­
u re r with balances totaling $20,198. 52. There were also bonds, stock certificates, 
checks and m ortgages totaling $6,721.06 in value.
Salary Overpayments: The report of the previous audit called attention to an over­
payment of sa lary  and recommended that it be brought to the attention of the Attorney 
General for refund. This was done and the money due has been collected.
Escrow Retirem ent Fund: The escrow retirem ent fund bank balance included four 
checks totaling $52. 40 which have been outstanding over a year. These items should be 
adjusted in accordance with the instructions in the C om ptroller's Manual.
Canteen: E ntries in the cash sa les column of the canteen cash book are prepared 
from the total cash reg is te r readings for the day ra ther than from the actual cash receipts. 
It is suggested that the total cash be entered each day.
DANVERS STATE HOSPITAL REPORT No.2669
Income: It was noted that income on account of transcrip ts of patient records is not 
being tran sferred  to the State T reasu re r.
It was explained by institution authorities that the present system in vogue is for em­
ployees to make up these tran scrip ts  after working hours and thereby receive the fee.
It is suggested that these tran scrip ts  of patient records be made during working hours 
and the fees be tran sferred  to the State T reasu rer as income.
FOXBOROUGH STATE HOSPITAL REPORT No. 2624
Bonds: It was noted that the prem ium s charged for bonds of the canteen treasurer 
and two recreation  room care tak ers  were charged to the institutions 1949 maintenance 
appropriation under object code No. 683.
The cost of these prem ium s should have been charged to the canteen account.
It is  suggested that the Institution Canteen Fund reim burse the Commonwealth for the 
amount charged for these prem ium s.
Income: It was noted that an employee of the institution on a partial maintenance 
status (one meal per day) had received his noonday meal at the institution for the period 
July 1, 1948 to September 30, 1949, but that no deductions for partial maintenance were 
made from the pay ro lls  during this period.
It is suggested that the amount due from this employee be set up as an account re ­
ceivable and that arrangem ents be made for collection of this amount due the Common­
wealth.
GARDNER STATE HOSPITAL REPORT No. 2645
Canteen: On the date of the current audit a shortage of $173.79 existed between the 
physical inventory and the computed book inventory.
In this connection it was noted that the previous audit rep o rt commented on a shortage
of $250.78. , ,
It is suggested that a better control be maintained over this canteen's financial ai-
fa irs .
GRAFTON STATE HOSPITAL REPORT No. 2662
State Accounts: The current examination of this institution 's accounts was postponed 
until such tim e as a representative of the C om ptroller's Bureau could v isit the institution 
for the purpose of correcting and recording numerous financial transactions in order that 
the institution 's financial records could be closed for the 1949 fiscal year. This visit 
was actually made in February 1950.
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In this connection it was noted that the personnel of the institution t re a su re r 's  office 
was not entirely fam iliar with the instructions in the C om ptroller's Bureau Accounting 
Manual.
Pay Roll Bank Account: The previous audit report stated:
"The original pay ro ll bank account of this institution has not been 
reconciled since April 1946."
In connection with the foregoing comment it was noted that subsequent to that audit, 
a new pay ro ll bank account was opened. It is understood that this old account will be 
cleared out.
Canteen Accounts: General ledger accounts for the Canteen financial transactions 
are not maintained.
In this connection it was noted that in order to p repare certain  financial statem ents 
and inventory comparison it was necessary to accept memoranda furnished by the canteen.
This condition was discussed with the superintendent who on January 30, 1950 wrote 
the Department of Mental Health relative to this m atter. To date of the completion of 
this examination, March 10, 1950, no reply had been received to this le tter requesting 
information.
Unclaimed Funds: The sum of $29. 64 was found in the t re a su re r 's  office safe by the 
current institution trea su re r . This money could not be identified not could it be d e te r­
mined how long this amount had been in the office safe. It was suggested that authoriza­
tion be given to the institution trea su re r  to record  it on the institution records and that it 
be forwarded to the State T reasu re r as m iscellaneous income.
MEDFIELD STATE HOSPITAL REPORT No. 2709A
Income: Charges on account of food overdrafts for the period ending September 30, 
1949 have not been set up as accounts receivable as of date of audit.
It is suggested that all these charges be properly entered.
Materials and Supplies: It was noted that five new tire s  and eleven new tubes have 
been charged off the records as expenses although they are  s till  in the institution s to re ­
room.
It is suggested that these item s be brought back into the m ateria ls and supplies ac ­
count and be requisitioned when actually issued for use.
Patients' Funds: The tr ia l balance of Patien ts’ Funds includes many item s of d is­
charged and transferred  patients, and several accounts of deceased patients that have 
passed the seven year period.
It is suggested that an effort be made to locate these discharged and tran sferred  pa­
tients so that the amounts may be properly tran sferred . It is  further suggested that a 
system be installed whereby all discharged and tran sferred  patients will c lear through the 
T reasurer's Office before they leave the institution.
It is further suggested that all amounts of deceased patients that a re  older than seven 
years be turned over to the State T reasu re r in accordance with statute.
Accounts Receivable Ledger: It was noted that the control accounts receivable does 
not include the following types of income:
While the audit was in progress, this m atter was brought to the attention of the proper 
personnel and the necessary accounts were thereupon opened.
Food Overdrafts: There a re  four item s of food overdrafts dated back to 1948 and to- 
aling $587.40 which are  still outstanding. These rep resen t the following:
METROPOLITAN STATE HOSPITAL REPORT No. 2722
Board of Patients 
Téléphoné Commissions 
In terest on Patients' Funds 
Lost Keys and Manuals
B. R.
C . B.
$296 98 
38 89
88
P.D .6
M. A. 
S.W.
$143 46 
108 07
$587 40
It is  suggested that a serious effort be made to affect collection of these items. If 
this is unsuccessful, the Attorney General should be informed of them for necessary 
action.
Charges for Maintenance of Employees: Although receip ts from this source totaled 
$47,831.00 for the period under audit, it was impossible to audit the account because of 
the lack of reco rds. There a re  no records available indicating who occupied the various 
room s and houses as of October 1, 1949 when the present system  of charging rents was
begUThis m atter was discussed with the steward and trea su re r . It is understood that as 
of July 1, 1950, a card  system  will be established showing the room number, the rate of 
ren ta ls  and the change in occupants together with the necessary  dates.
Stock Ledger Adjustments: It was noted that stock ledger adjustments were made in 
certain  cases without the p rio r approval of the superintendent or steward.
Patients' Funds: Wide variations in dates between the time funds for patients are re ­
ceived at the institution and the dates they a re  entered on the cash book were noted. These 
include the following:
ceipts Slips Amount Received
5022-38 $18 51 8/30
-31 2 00 8/18
-11 14 16 8/4
-34 1 15 8/22
5028-25 1 07 11/15
-17 13 26 11/11
4810-42 18 79 6/5
Cash Book 
Entry
9/12
8/29
8/15
9/12
11/29
11/29
6/22
It was also noted that certain  receip ts were entered in
thp riatp o{ receip t One particular case was noted in which $10.00 and a waicn was 
than the date ol P 1 4 1 9 4 9  On July 21 1949, both were turned over to his son
taken from a patient on July 14, 1949. on  July ¿ i,  i s  , a rticles did not pass through
vided for a separate  bank account, it was not until October 27, 1949 that this was 
Prior to that date all transactions were handled through t h e ^
In o rder to verify the balance in the escrow fund account it was necessary
Plet^ h e ^ e ec ™ e er  o " " s  " " w a s  dT/cu^sed with the institution treas-
urer.
canteen: When an a rtic le  sold in the canteen can be given, a definite r e t a i l s ^
Z e Z Z Z o r y .  This o r d in a r y
the Ä " " ^ o u S artic les  purchased, e r ro rs  were notedwhich
Originally
Charged
$5,388 62 
47 31 
29 70
Should Be Operating
Canteen Cafeteria Expenses
$5,271 41 $47 82 $ 69 39
17 11 - 30 20
- - •29 7£>
$5,288 52 $47 82 $129 29
Canteen
Cafeteria
Benefits
P.D .6 89
Canteen Tickets tor Patients: The previous audit report commented on the practice 
of selling canteen tickets to the patients at less than the face value of the ticket and punch­
ing out the unsold part of the ticket. This practice still exists and it is  again advised that 
the condition be changed.
MONSON STATE HOSPITAL REPORT No. 2618
Income: Included in the balance of outstanding Accounts Receivable is an amount of 
$80.27, which represents an overdraft of food allowance to a form er member of the hos­
pital staff, who resigned in February, 1949. The last issue of food to this individual was 
in November, 1948. It is suggested that this m atter be brought to the attention of the 
proper officials so that settlem ent may be effected.
Materials and Supplies: M aterials valued at $31,376.73 were inventoried on August 
30, 1949. Shortages of $272. 11 and overages of $364.02 were noted.
Repairs and Renewals: At the time of the inventory of m aterials and supplies, it was 
noted that there were m aterials on hand which were not included in the values reflected in 
the Material and Supplies account and corresponding stock ledger detail accounts.
From discussion with the Chief Engineer and the Superintendent it is understood that 
these are m aterials purchased for the following Repairs and Renewals projects:
(1) Installation of Hydrant: M aterials for this project were purchased 
in 1941 or 1942. M aterials on hand were estim ated to have a cost 
value of $2,000.00. These m aterials were purchased for the in­
stallation of a fire  hydrant at the institution storehouse and power 
plant. There is no fire  hydrant located near this building.
(2) Steam Fitting: M aterials for this project were purchased in 1941 
or 1942. M aterials on hand were estim ated to have a cost value 
of $2,500.00.
The Chief Engineer could give no estim ated time of completion for 
this project.
Renovation of Kitchen in Superintendent's Home: At the tim e of the inventory of Ma­
terials and Supplies, it was noted that there was a new electric  kitchen range on hand 
which was not included in the M aterials and Supplies account and corresponding stock led­
ger accounts.
Upon verifying an analysis of all expenditures charged against sub-div ision-00-15 of 
the 1949 fiscal year Maintenance Appropriation, it was found that the kitchen in the Super­
intendent's home was being renovated. This renovation was discussed with both the Chief 
Engineer and the Maintenance Foreman and the estim ated cost of M aterials and Labor was 
as follows:
1 Steam, Plumbing and E lectrical Work, etc. $ 900 00
2 Carpentry, Paint, etc. 1,450 00
$2,350 00
An examination of purchase orders and/or requisitions on file in the stew ard 's office 
showed:
1 Steam, Plumbing and E lectrical Work, e tc . :
Stainless Steel Sink $357 88 Charged to
00-12
Electric Stove 320 00
Repairs
00-15
Fluorescent Fixtures Est. 70 00
Equipment
00-12
Exhaust Fan and Ventilator 62 80
Repairs
00-12
Electric Clock 4 65
Repairs
00-06
Housekeeping
Outlets Supplies
Radiator
Labor: $815 33
-
Balance to Estim ated Cost 84 67 
$900 00
90
$ 900 72 
500 00 
55 00
Charged to 
00-12 
Repairs
P . D. 6
2 Carpentry, Paint, e tc . :
New Kitchen Cabinets, New Tile 
Board, New Couhter Tops 
Labor, Estimated 
Other M aterials, Estimated
$1,455 72
No request for this work, aggregating approximately $2, 500.00, was found in the 1949 
fiscal year budget requests.
An analysis of charges of the above purchases against fiscal year appropriations 
showed:
1949 Maintenance Appropriation $1,283 52
1950 Maintenance Appropriation 432 53
$1,716 05
This is probably contrary to the provisions of Section 27 of Chapter 29 of the Tercen­
tenary Edition of the General Laws as provided by Section 2 of Chapter 636 of the Acts of 
1947 which states:
"Section 27 - Notwithstanding any provision of General Law, no officer 
o r board shall incur a new or unusual expense.. .  unless an appropriation 
by the general court and an allotment by the governor, sufficient to cover 
the expense thereof, shall have been m ade .. .  "
Farm : The Twenty Ninth Annual Report (preliminary) of the Massachusetts Depart­
ment of Mental Health, sta tes in part:
"IX. FARM SERVICE
"This serv ice , while being used some as an occupational outlet for pa­
tients, is  p rim arily  conducted to supplement the food service as an 
economy m easure and as a means of supplying fresh produce to patients 
in amounts which otherw ise would not be possib le ........."
For the financial year ending June 30, 1949, the records of the institution treasurer 
showed the following appropriation disbursem ents and credits from farm operations:
Appropriation D isbursem ents: 
Personal Services 
Other Expenses 
Credits:
Farm  Products to Storeroom 
Farm  Sales
Excess of Disbursem ents over 
Farm  Credits
$24,558 39
23,621 44 $48,179 83
$22,582 32
921 29_______ 23,503 61
$24,676 22
The annual farm  report for the year ended December 31, 1948 showed a loss of 
$16,339. 58, exclusive of inventories, which was an increase of $10,089. 58 over the pre­
ceding year.
Spoilage of $313. 68 and shrinkage of $534.30 as shown in the annual farm report, 
were not included in the loss of $16,339. 58 shown above.
Patients' Funds: There were $103.66 in funds of discharged patients and $.45 in 
funds of deceased patients on hand August 1, 1949.
There were United States Savings Bonds with a principal value of $575.00 and savings 
bankbooks with balances aggregating $707.85 on hand August 1, 1949.
Canteen: The Canteen at this institution is operated under authority of Regulation No. 
14 of the Handbook of the Department of Mental Health.
Item 4 of Regulation 14 states:
"Any profit derived from Canteen sa les conducted by the institution 
shall be expended for the benefit of patients and employees under the 
direction of the superintendent and subject to approval of the Depart- 
ment. "
The amount of $814. 64 recorded on the Canteen Cash Book as disbursem ents for Benefits 
to Patients was analyzed and it was found that of this amount there were disbursem ents 
aggregating $331. 56, for which no departmental approval was seen. A tabulation of this
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amount is shown:
Entertainments, M aterials for Shows, etc.
Records, Rentals of Films, Camera Equipment, etc.
Patients' Parties
Musician, three months
Colored Cards
6 Watches and 4 Pens
Canteen (no invoice on file at institution)
$ 96 56 
81 16 
25 29 
15 00 
21 00 
30 60 
61 95
$331 56
It was also noted that m erchandise amounting to $106. 96, at selling prices, had been i s ­
sued to patients as prizes during the months of May, June and July, and were not recorded 
on the Canteen Cash Book.
It was also noted that merchandise issued by the Canteen as prizes at Patients' P ar­
ties were recorded at selling prices.
Adjustments of monthly inventories had not been made in accordance with instructions 
contained in Item 10 of Regulation 14.
While it is recognized that the responsibility for Canteen operations is placed with the 
Superintendent, it is felt that the management of the Canteen would improve if the account­
ability for purchases and expenditures of any and all types, is placed upon one individual, 
and the operations of the Canteen be in conformity with and adherance to the provisions of 
Regulation No. 14.
Nurses' Training School Fund: Attention has been called to this fund in previous audit 
reports which recommended that this fund revert to the State T reasu rer. In this connec­
tion an opinion was requested of the Attorney General under date of March 3, 1943, with 
reference to the disposition of this fund. The Attorney G eneral's opinion reads in part:
" . . .  it appears that the fund in question should not be turned over to the 
State Treasurer, nor should it be applied at the present time to any p a r­
ticular use until such time as a judicial decree has been rendered with 
respect to its application. "
During the period under examination the only activity in this account was the receip t of 
interest on the savings account.
The balance in this fund was $1,183.81 on August 1, 1949.
Special Appropriations: Since June 30, 1948, the bookkeeping for special appropria­
tions has been done in the Department of Mental Health, therefore, these accounts were 
not examined in connection with the examination.
Financial Reports: Several clerical e rro rs  were noted in the monthly financial r e ­
ports. These were brought to the attention of the institution trea su re r.
Farm Accounts: Many discrepancies were noted in the farm  ledger and in the other 
subsidiary records which serve as the basis for the preparation of the Annual Farm  Re- port.
Comparison of the Farm Report with the farm  control accounts in the General Ledger 
indicated several e rro rs . Among these differences were the following:
The farm storage balance (inventory) as shown in the Farm  Report 
did not agree with the Farm  Storage control account in the General Ledger 
in the amount of $1,615.73.
The farm production as reported in the Farm  Report does not agree 
with the Farm  Production control account in the General Ledger in the 
amount of $713.86.
The farm  products used as reported in the Farm  Report did not agree 
with the Farm  Products Used control account in the General Ledger in 
the amount of $900. 67.
The farm  products transferred  to the storeroom  as reported in the 
Farm Report did not agree with the Farm  Products to Storeroom con­
trol account in the General Ledger in the amount of $31.99.
DIVISION OF MYLES STANDISH REPORT No. 2652
92 P.D .6
It was also noted that many e rro rs  existed in the monthly Livestock Census Reports. 
It was further noted that the farm  tractor cost was not properly distributed to the 
many respective projects.
The Farm  Storage balance in the General Ledger and the Farm  Ledger should also 
be brought into agreement.
In view of the foregoing it is  suggested that the C om ptroller's Bureau arrange that 
the institution personnel be instructed in the proper handling of the farm  accounts.
NORTHAMPTON STATE HOSPITAL REPORT No. 2641
General Ledger: The accounts in the general ledger were not in balance as of August 
31, 1949. E rro rs  in postings from books of original entry during the month of July 1949 
■fleeted the following accounts:
1. Accounts Receivable and Related Accounts
2. Maintenance Appropriation and Related Accounts
3. State T reasu rer Fund Accounts
It was also noted that monthly journal entries did not, in all cases, contain sufficient sup­
porting information to explain reasons for entries which had been made.
Maintenance Appropriation Section 00-15, Equipment: An amount of $170.20, repre­
senting a balance in the 1948 Accounts Payable, M aterials and Supplies Suspense, was 
charged against this section of the 1949 Maintenance Appropriation, as of May 31, 1949. 
This amount should have been recorded as a reduction of the m aterials and supplies in­
ventory of July 1, 1948.
There was an amount of $361.62 expended for certain items of Dairy Equipment, for 
which no authorization was seen.
Income: The Income Statement shown on Page 7 of the August 31, 1949 financial re­
port did not reflect the entries made in the Accounts Receivable account and/or the bal­
ances of unpaid accounts as shown by the Accounts Receivable account in the General Led­
ger.
The Accounts Receivable account in the General Ledger showed a credit balance of 
$371.15, whereas the Income Statement showed a debit balance of $405. 28.
Salvage: The following schedule shows the revenue recorded as having been received 
from  salvage sales:
Horses
Cows and Calves
Calves
Keys
Scrap Metal, Rags, 
Bags, etc.
Wood, Cord 
Old Furniture, Old 
Drum
$ 18 43 Sold to highest bidder
473 61 Sold to highest bidder 
15 00 Sold to 4-H Club member 
6 25 Replacements to employees
564 01 Sold to highest bidder 
36 00 Sold to employees, no bids
3 50 Sold to employees, no bids 
$1,490 72
M aterials and Supplies: There was a difference between the control account in the 
institution tre a su re r 's  General Ledger and the tria l balance of the detail accounts In the 
Stock Ledger.
A test inventory was taken on September 29, 1949. Overages of $183.77 and short­
ages of $151. 88 were noted on inventoried items valued at $46,428. 56.
Farm : The following excerpt is taken from the Twenty-Ninth Annual Report (Prelim­
inary) of the Department of Mental Health:
"IX. FARM SERVICE"
"This serv ice , while being used some as an occupational outlet for 
patients, is prim arily  conducted to supplement the food service as an 
economy m easure and as a means of supplying fresh  produce to patients 
in amounts which otherwise would not be possible......... "
A comparison of cash expenditures for farm  expenses and the values of farm  products 
to storeroom  and farm  sales was made. This comparison showed:
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Expenditures:
Personal Services 
Other Expenses 
Credits:
Farm Sales
Farm Products to Storeroom 
Excess of Expenditures over Credits
$46,628 65
51,499 15 $98, 127 80
$ 8,823 69
46,656 54 55,480 23
$42,647 57
Patients' Funds: A variance of $63. 57 between the detailed listing of individual ac­
counts and the cash book balance of September 1, 1949 was noted.
An error of $64.79 in addition of the Cash Book in August 1949 was noted.
Previous audit reports included a recommendation that the C om ptroller's Bureau set 
up a Trustee Account in the financial records of this institution for the control of patients' 
bankbooks.
A tabulation of bank account balances, war savings bonds, gold and notes on hand, 
September 1, 1949, showed the following:
Bank Accounts
War Bonds and Stamps
Gold
Miscellaneous Notes
$16,781 19 
651 00 
20 00
_______ 5£
$17,452 73
Of the bank accounts included above, there were bankbooks with balances aggregating 
$2,368.77, which were not subject to withdrawal by the individual patient, among whose 
personal effects the bankbooks were found.
As to date, no trustee accounts have been set up on the control records, attention is 
again called to the recommendation.
During the current examination it was noted that an attendant while on duty took, on 
or about September 7, 1949, $450.00 from patient number 19045 for deposit with the in­
stitution treasurer. It is noted, however, that this amount was not received or credited 
to the particular patient's account until December 2, 1949.
Canteen: An expenditure of $200.20 for the purchase of shoes was charged in e rro r 
to the Canteen. This expenditure was authorized by the Board of Trustees to have been 
made from the Lillian A. Willett Trust Fund.
TAUNTON STATE HOSPITAL REPORT No. 2672
Maintenance Stores: The personnel situation has improved somewhat over the past 
several years. This institution has not had a competent storekeeper since June 1943, and 
has had to depend on patients as laborers for the most part.
The test inventory taken on the date of the current audit showed many differences. In 
some cases, the differences appeared to be abnormal. It was learned that adjustm ents 
had not been made because it was considered useless until the personnel situation im ­
proved. Certain accounts have not been adjusted for approximately two years.
Since the beginning of this audit a permanent storekeeper has been appointed and the 
necessary adjustments were made. It is now hoped that henceforth conditions in the store 
will return to normalcy.
_  House and Room Rent: It is suggested that a house and room reg is te r be installed to 
provide a more efficient accounting record. The present records are inadequate, and 
consequently, this income could not be satisfactorily checked.
Farm Accounts: It was noted that the farm  reported an over-a ll loss of $7,648. 20 for 
e year 1948. This was attributed to the high purchase price of grain and supplies, and 
the excessively low prices it credited for products. ’
t,iu,Thete3f minuati0n 01 the farm  record ior 1948' as in 1947> indicated a very high m or- 
teli y rate for shoats and pigs. The cause of these deaths, according to veterinarian 's r e ­
tom  land ’ ^  neCr° tlC enterltls (swlne dysentery) the virus of which is endemic on the
In view of the above condition the 1949 and 1950 swine census reports were review»* 
mid they likewise showed a very high m ortality ra te . The deaths i X  herd or t^e 
first twenty-six days in January 1950 totaled 82. 0r tne
It was learned from the Farm  Coordinator that due to this extraordinary condition the 
m ^rc u rT a \rm L U ? mP° rarily  ^  dlSCOntinued' ls Pr °ba^  this m a/involve a per-
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In addition to the heavy loss of pigs by epidemic the head farm er reported  on Sep­
tem ber 29, 1949 that there  were 113 pigs m issing. This incident was reported to the 
State Police. As of date of audit, however, the cause has not been determined.
WALTER E. FERNALD STATE SCHOOL REPORT No. 2647
Farm : Farm  records of sa les , costs and farm  products to institution for the 1948 
farm  year did not reconcile with the institution financial reco rds.
This was explained by the institution head farm er as being caused by the frequent 
changes of farm  clerks during the 1948 farm  year that records were poorly kept, but that 
the p resent farm  clerk  is  capable.
It is suggested that these records be reconciled monthly so that the annual farm re ­
port will be in agreement with the institution financial reco rds.
Family Maintenance W ithdrawals: A le tter from the Commission on Administration 
and Finance dated September 21, 1949, but not received at this institution until September 
30, 1949, indicated that Chapter 810 of the Acts of 1949, providing for payment of cash 
in lieu of maintenance would become effective October 1, 1949.
An analysis of the withdrawals of food by certain  of the family maintenance employees 
of this institution for the month of September 1949 showed that some employees exceeded 
their norm al allowances.
In this connection it was noted that an employee who ordinarily withdrew approxi­
mately 25 pounds of meat per week, withdrew 63 1/2 pounds of meat during the last week 
of September 1949, 43 pounds of which was withdrawn on September 30, 1949.
Another employee norm ally withdrawing approximately 28 pounds of meat per week, 
withdrew 45 1/2 pounds during the las t week in September, of which 34 pounds was with­
drawn on September 30, 1949.
Another employee withdrew a full tub of Surplus Commodity Peanut Butter weighing 
40 1/2 pounds at a cost of $. 35 on September 30, 1949. This employee has only two in 
his family.
Total allowances for nine family maintenance employees for the month of September 
was $552. 50, while withdrawals for the month of September totalled $781.45 - the with­
draw als exceeding the allowances by $230.83.
WESTBOROUGH STATE HOSPITAL REPORT No. 2708
Farm  Records: The farm  report for the 1949 farm  year was prepared by the insti­
tution and sent to the Department of Mental Health for approval. It is understood that 
this report has been m isplaced or lost, therefore, was not available for auditing purposes 
during this curren t examination of the institution 's accounts.
WORCESTER STATE HOSPITAL REPORT No. 2679
Medical Facilities Available to Community: In this connection the previous audit re ­
port stated:
"Item 1 of Regulation No. 16 of Department of Mental Health states:
'The special m edical facilities of the institution may in unusual 
circum stances be made available to persons in the community upon 
the request of a physician, at the direction of the Superintendent. The 
charge for this serv ice  shall in no instance be less than the cost thereof 
and shall be credited to incom e.'
"An Electroencepholograph machine located at this institution is used 
for brain wave tests, so-called E. E. G. tests.
"These tes ts  are  given by a part-tim e employee of the Commonwealth 
and a technician who is not an employee of the Commonwealth.
"It was ascertained that the amount of $1,674.00 was collected for the 
E E G tes ts  given at this institution to other than hospital patients and 
this entire amount was given directly to the private organization which 
employs a technician assisting in giving these tests .
"The entire  proceeds from this activity rep resen ts income due the 
Commonwealth and must be reported as such and forwarded to the State 
T reasu re r. If the serv ices of this technician are  necessary and desirable 
he should be employed, through regular channels, as a part-tim e or full­
tim e employee of the Commonwealth and paid through proper and auth­
orized State pay ro lls . "
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In connection with the foregoing comment it was noted that this income had not been 
turned over to the State T reasu rer to date of this curren t audit.
In further connection with this type of income it was noted that notwithstanding the 
fact that the Superintendent of the hospital indicated during the course of the previous 
audit: " , . .  that he had ordered the practice of giving E. E. G. tes ts  to persons other than 
hospital patients be discontinued." this practice still exists.
In this connection it was also ascertained that during this audit period, May 4, 1948 
to January 10, 1949, the further sum of $1,365.00 was collected for E. E .G . tests which 
had not been reported as income on date of audit.
It was further ascertained that during this audit period an additional amount of 
$755.00 was collected for E. E .G . tests which had not been reported as income by this 
institution.
The following schedule shows the amounts collected during the past three audit pe r­
iods which have not been recorded as income on the institution 's records:
Audit Period Amount
April 28, 1947 to May 4, 1948 $1,674 00
May 4, 1948 to January 10, 1949 1,365 00
January 10, 1949 to February 6, 1950 755 00
$3,794 00
In connection with the foregoing it is noted that this amount was determined from 
data submitted by the D irector of a private organization who stated that the information 
was taken from the records of that private organization.
In further connection with E .E .G . tests given at this hospital it is of in te rest to note 
that in January 1950 a collection of $2.00 was made for a E .E .G . test which was recorded 
as institution income.
State-Owned Laboratory Supplies and Equipment Issued to Laboratory Then Turned 
Over to a Private Organization: During the course of this examination it was learned that 
certain laboratory supplies and equipment, which were purchased from the institution 's 
maintenance and dementia praecox resea rch  appropriations and had been issued from the 
institution's pharmacy or storeroom  to the institution 's laboratory, had been turned over 
to a private organization.
There is a memorandum record  kept at the institution 's laboratory of the supplies 
and equipment issued to that private organization. There is  also on file an invoice from 
a laboratory supply firm  in the amount of $102. 63 for supplies which according to that in­
voice were purchased from dementia praecox re sea rch  appropriations. There a re  nota­
tions on these invoices which indicate that at least some of these supplies went to that 
private organization.
This private organization is  the sam e one re fe rred  to as receiving the $3,794.00 col­
lected for E .E . G. tests given at this institution.
In discussing this m atter with the institution 's superintendent, he stated  that he had 
received verbal perm ission from the Commissioner of Mental Health to furnish this p r i­
vate organization with these supplies and equipment.
The legality of turning over State purchased equipment and supplies to a private o r­
ganization is questioned.
Dementia Praecox R esearch Pay Roll: An examination of the pay ro lls  and other sup­
porting data indicated that in many instances pay ro ll checks were drawn in excess of the 
amount due to employees. In some instances refunds were made while in other instances 
refunds have not yet been made.
The following receipt vouchers show the type of refunds which have already been 
made:
E .H .R . Refund for period August 15, 1949
through December 31, 1949 $1,262 71
(Dementia Praecox)
Absent: (48 hour week)
Aug. 15 days @ $17. 037 $ 255 56
Sept. 20 days @ $17.6923 353 85
Oct. Month (entire) 460 00
Nov. 9 days @ $17. 6923 159 23
Dec. 2 days §  $17.037 34 07
Total Amt. Due Commonwealth $1,262 71
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Checks enclosed $1,055 25
Ret. due Commonwealth 63 14
Tax due Commonwealth 144 32 $1,262 71
Please cred it 1702-00-01, Code 101
N. G. Refund for period Dec. 1 - 31, 1949 $295 00
(Dementia Praecox)
Gross Amt. for Dec. $295 00
Due for Nov. 27 73
Gross Amt. on P. R. $322.73
Ded. on P. R. 32 50
Amt. of check enclosed $290 23
Blue C ross 5 50
$295 73
Tax due Commonwealth 27 00
$322 73
G ross Amount on P . R. $322 73
Refunds for abs. fo r  Dec. 295 00
Amt. due for Nov. $27 73
Blue C ross Deduction 5 50
Amt. due Employee $22 23
Please make check payable to employee for $22.23. 
P lease cred it 1702-00-01, Code 101
E. H. R. Refund for following absences to be deducted from
January pay ro ll: $180 00
(Dementia Praecox)
Abs. Mo. of Oct. $120 00
Abs. 9 days Nov. @ 5.4545 49 09
Abs. 2 days Dec. @ 5.4545 10 91
$180 00
G ross Amt. on Pay Roll $360 00
Refund 180 00
G ross Amt. due employee $180 00
Less: Retirm eent $9 00
Blue C ross 3 25 12 25
Amt. of Check to Employee $167 75
Gross Amt. on Pay Roll $360 00
Deductions on Pay Roll 42 45
$317 55
Amt. due Employee 167 75
$149 80
Tax due Commonwealth 21 20
Retirem ent due Commonwealth 9 00
$180 00
Please make check payable to employee for $167. 75.
P lease  c redit 1702-00-01, Code 101
In connection with the uncollected sa lary  refunds reference Is made to a leave of ab­
sence without pay granted to the D irector of Psychological R esearch for the period from 
June 20, 1949 to June 30, 1949 and July 22, 1949 to August 14, 1949 for which time this 
employee was paid. It is understood that refunds in these instances a re  pending.
There a re  no weekly time reports available at the institution from which the monthly 
tim e sheets a re  made up. The institution employee who is  in charge of these time rec­
ords stated that "while weekly tim e reports a re  sent to her office they are  used for scrap 
paper and discarded after the monthly time sheets a re  made u p ."
It is suggested that the Commission on Adm inistration and Finance survey the fol­
lowing:
1. The procedure used by the Department of Mental Health in making
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up the monthly pay ro lls
2. The accuracy of the foregoing re fe rred  to pay ro ll refunds, e s ­
pecially in view of the fact that there a re  no weekly tim e reports on file 
at the Institution, that the D irector of Psychological Research did not 
withdraw food supplies from June 20, 1949 to September 12, 1949 and 
from September 19th to September 30, 1949, that all vouchers support­
ing payment from a Federal Grant subsequent to May 31, 1949 were not 
approved by this employee, that this employee taught a sum m er session 
at the University of Wisconsin, that another employee deposited the pay 
ro ll checks for June and July 1949 for him, he not being available to r e ­
ceive the checks, that the August 1949 pay ro ll check was given to the 
employee's wife and that an employee refused to accept the September 
1949 pay roll check because he knew that the D irector of Psychological 
Research pay ro ll check was too large
3. The failure to keep on file weekly time rep o rts , weekly tim e r e ­
ports were made out but were not available for auditing purposes
4. The failure to use pay ro ll symbols on the monthly time sheets 
on file at the institution
5. The full time employee who is also on the pay ro ll of a college 
located in W orcester, M assachusetts
6. The time actually worked by the part time employees on this pay 
roll
7. The legality of the compensatory time allowed certain  employees 
on this pay roll
8. Vacation given to an employee while on leave of absence from 
June 20, 1949 to June 30, 1949 and from July 22, 1949 to August 14, 1949
In connection with the foregoing comments it will be noted that the responsibility of 
the accuracy of the Dementia Praecox Research Pay Roll re s t  upon the Department of 
Mental Health. This pay ro ll does not come under the jurisdiction of the W orcester State 
Hospital T reasurer's office.
Accounts Receivable: The following schedule shows the unpaid amounts owing by 
certain institution employees on the date of audit.
Employee Date of Charge
A October 1949
B October 1949
C October 1949
D October 1949
E October 1949
F October 1949
G June 1949
H November 1949
I November 1949
Account of Amount
Food Overdraft $ 24 71
Food Overdraft 66 91
Food Overdraft 45 12
Food Overdraft 12 12
Food Overdraft 14 82
Food Overdraft 16 26
Maintenance 315 00
Maintenance 74 80
Maintenance 27 40
1949K WlU be n° ted fr0m the f0reg0ing that one of the unpaid accounts dates back to June
It is suggested that immediate steps be taken to collect these accounts.
Verification notices were mailed to the foregoing employees, and rep lies were r e ­
ceived from all except three.
is liv’f n T l f ? , ar.geS: “  WaS n0ted that a Person not employed by the Commonwealth 
So« S 8, ‘ the lnstltatl0n and also purchases meal tickets for use in the adm inistrative 
Hs^d SvIfh r °p0m' ^ould seem to be in violation of the rules and regulations estab-
B^leUn nS  1C19mi^ iSn10n ° f  Adminlstration und Finance as indicated in Adm inistrative Bulletin No. 112 which reads, in part, as follows:
"The Rules and Regulations Governing Employee Feeding at State 
Institutions a re  hereby amended by adding the following new rule- 
Rule 8. "An employee may purchase meal tickets for use by non­
employee members of his immediate family, only when said members 
m-e residing with the employee in non-housekeeping facilities upon in­
stitution property. Husband, wife, children and dependent parents 
shall, for the purposes of this regulation, be the only persons con­
sidered as members of the immediate family. No other non-employee
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re la tives o r friends of employees shall be eligible to eat In institution 
dining room s. "
Purchase of Rug and Equipment from Federal Grant: Following is a partial list of 
equipment and furnishings purchased from  funds of a federal grant:
1 710 B Recorder Amp. Corp. of Am erica $355 00
1 Fostage Indicator 11 90
1 810 B Twin-Trax Recorder 285 00
1 600 D E Z Cue Attachment 11 90
12 Scotch P lastic  Tape 58 40
1 AY-3 Assembly Rug 9x15.9 123 67
1 Rubber Padding 3/16 9x15.9 23 62
Labor 11 25
1 Ditto Machine Model D-10 149 50
1 Microphone 52 50
1 Loudspeaker 17 50
1 755 A Speaker 14 45
1 633 A Microphone 52 50
1 755 Speaker 14 45
Electric  Light Fixtures 202 93
In connection with the foregoing purchases note the purchase of a rug and the labor 
cost. This rug covers the entire  floor area . Also note the purchase of electric light fix­
tu res .
During the course of the examination of the accounts of the federal grants at this in­
stitution, the question arose  as to legal ownership of this equipment and furnishings in the 
event the federal grant was withdrawn.
It is  suggested that the Commission on Administration and Finance survey the pro­
cedure in vogue in the purchases of equipment, furnishings and fixtures. It is also sug­
gested that an inventory be kept of such purchases. At the present time the purchases 
are  made by the D irector of Psychological Research and no inventory is kept.
An examination of the invoices supporting the foregoing purchases showed that in only 
two instances has the superintendent of the hospital approved the invoices for payment.
WRENTHAM STATE SCHOOL REPORT No. 2678
Patients' Bankbooks: It was noted that there  were eight patients' bankbooks in which 
incorrect postings had been made by the bank. These books were sent to the bank by the 
institution tre a su re r  and the e r ro rs  were corrected.
Farm : The 1949 farm  report showed a substantial loss of pigs because of deaths and 
s tillb irth s . In 1949 the total number of pigs farrowed was 328 and of these 5.8% were 
stillborn  and 48.4% died making a loss of 54. 2%. There was also a large loss of pigs 
through death and s tillb irth s in the 1948 farm  report. This m atter was discussed with the 
institution officials and no adequate reason was given for this condition. It is suggested 
that the farm  coordinator in the Department of Mental Health look into this situation.
METROPOLITAN DISTRICT COMMISSION REPORT No. 2615
The previous audit rep o rt stated:
"Cash: It is suggested that a ll cash received be entered in the cash 
book the day it is received, and deposited in the bank the same day. Cash 
d isbursem ents should be entered daily, and a cash balance should be drawn 
off each d ay ."
It was noted that this suggestion has been adopted.
The previous audit rep o rt stated that there was a balance of $21.14 in the F irst Na­
tional Bank of Boston representing  a balance turned over to the Commission by the former 
Metropolitan W ater Supply Commission and the audit report contained a suggestion tha 
this balance be brought on the books and turned over to the State T reasu rer. It was note 
that this was done on May 31, 1949.
Accounts Receivable: Referring to accounts receivable the previous audit report 
stated:
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"At present, accounts receivable which have been re fe rred  to the At­
torney General for collection are  carried  on the books of the Commis- 
• sion within the regular accounts receivable account. It is  again suggested
that all accounts with the Attorney General for collection be se t up in a 
Suspense Accounts Receivable in accordance with instructions contained 
in the Accounting Manual issued by the C om ptroller's Bureau. "
It was noted that this suggestion has been adopted.
Referring to accounts receivable the previous audit report suggested that all accounts 
over one year old be re ferred  to the Attorney General. It was noted that this has been 
done.
Pay Rolls: The previous audit report stated:
"Pay Rolls: At present pay ro lls  and time reports a re  signed, but 
there is no certification by the officials of the amount of tim e worked 
by the employees indicated. It must be assumed therefore that the signa­
ture means certification. It is suggested that a statem ent be attached 
to pay ro lls and time reports , signed by responsible department heads 
certifying that the working time reported for any day rep resen ts time 
actually worked for that day, and that time not worked has been charged 
to leave accounts in accordance with the statutes or regulations. "
It was noted that this suggestion has not been adopted.
The previous audit report stated:
"It would appear that certain pay ro ll checks were endorsed by som e­
one other than the person to whom the check was drawn. The f irs t  en­
dorsement on all checks should be by the person to whom the pay ro ll 
check was draw n."
It was understood that this m atter has been called to the attention of the employees 
but in spite of this the same situation prevailed during the current audit period.
Glenwood Yard-Obsolete Stock: The previous audit report noted that during the test 
check made of materials and supplies on hand at this yard that many item s of stock were 
considered obsolete and the previous report contained a suggestion that the obsolete stock 
be disposed of through the State Purchasing Bureau. As this suggestion has not been a- 
dopted, attention is again called to it.
Control Account for M aterials and Supplies in General Ledger: There is no control 
account carried in the general ledger for m aterials and supplies on hand in the storage 
yards and it is again suggested the Com ptroller's Bureau be requested to provide such an 
account.
nnnntracts: 111 the Previous audit report it was noted that some contracts of over 
$1,000.00 were not accompanied by adequate performance bonds. This condition has now 
been corrected and all contracts were accompanied by adequate bonds.
In only one instance was a contract awarded to other than the low bidder of record  
„ f° * in o J9L WaS awarded t0 the second lowest bidder at $14,749.75 because the low bid 
oi $1U, 8bU. 40 was withdrawn due to an e rro r in figuring by the contractor.
Comptroller's Closing Entries: The previous audit report stated:
"The closing entries for the fiscal years 1946, 1947 and 1948 had 
not been received by the Commission as of the close of the current 
audit."
It was noted that during the current audit period the closing entries for the 1948 fis ­
cal year were received but not those for the fiscal years of 1946 and 1947. Also the 
closing entries for the 1949 fiscal year had not been received.
DEPARTMENT OF PUBLIC HEALTH
General Department
Checks Held in the Accounting Office:
REPORT No. 2642 
Several items of cash were being held in the
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office on October 3, 1949 awaiting further information before the entries could be com­
pleted. These item s included:
Cold Storage License Fees - 2 at $10.00 $20 00
Check dated 9/26/49, awaiting correct 
name of licensee
Check dated 8/4 /49 , awaiting inspection, 
building not completed
Alcohol License Fees - 2 at $10.00 20 00
Check dated 9/27/49, awaiting re turn  of 
application
Check dated 9/29/49, form  returned for 
correction
Soft Drink License Fee - Local 10 00
Check dated 9/16/49, awaiting additional 
information
A check for $10.00, dated June 7, 1949 and drawn on the Rockland Trust Company 
had been returned by that bank with the notation "Account Closed", and was also being 
held in the accounting office. It is  suggested that steps be taken to complete this trans­
action.
A check for $39.00, dated July 6, 1949, was being held in the Department accounting 
office. The check was for full reim bursem ent for estimated damage to a State car in­
volved in an accident in Belchertown on June 3, 1949. This check is being held awaiting 
the final bill for actual rep a irs  to this car.
When the Division of Hospitals office was visited, $110.00 in license fees were found 
on hand. Of this total, $80.00 covered Boarding Homes for the Aged Licenses, and 
$30.00 was for Convalescent and Nursing Home Licenses. The dates of the checks varied 
between April 12, 1949 and September 20, 1949, and were received from the district 
health offices on October 3, 1949.
It is suggested that all checks be entered and deposited when received. If adjust­
ments a re  later necessary they can be handled through the medium of refunds.
State Cash Book: It is suggested that income from Boarding Home Licenses and 
Nursing Home Licenses be entered in a separate column in the cash book. At present 
these license fees a re  being entered in a column together with Hospital Licenses.
It is  also suggested that advances to employees be entered in the cash book. At pres­
ent no entry is  made of either receipts or disbursements. Memoranda entries are, how­
ever, made on the outer m argin of the cash book.
Sales of Biological Products: Previous audit reports have stated:
"It is noted that the Public Health Council on August 8, 1944 approved 
the p rices at which five additional products may be sold by the Biological 
L abora to ries."
At this same meeting the Council voted as follows:
"That as soon as personnel shortage perm it, a thorough cost estimate 
of biological products be undertaken with the aid of professional analysts 
as consultants."
In this connection it was noted that cost estim ates have now been made and have been 
approved by the Public Health Council.
Inventories: In this connection the previous audit report stated:
•The department now has on file in the office of fiscal management 
on i n d i v i d u a l  inventor,y card for each piece of equipment owned by the 
department. These inventory cards show considerable detail, including 
values and were compiled in the several divisions of the department.
It is understood that the department hopes to set up controls over these 
inventory re c o rd s ."
The situation remained the same on the date of this audit, 
The previous audit report stated:
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"The biologic laboratory at Jam aica Plain was visited and it was noted 
that a considerable stock of expendable items was being carried  in a s to re ­
room and that for each item there was a stock card kept in the office of 
the laboratory, but there was no record showing the total value of the 
s to ck ."
It was noted that the total value of the inventory carried  at the Biologic Laboratories 
has been determined, and a schedule prepared by the Department cost accountant listed a 
total value of stock on hand as of June 30, 1949 as $30,611.80. The inventory cost of sup­
plies as of June 30, 1949 submitted by the acting d irector is as follows:
DIVISION OF BIOLOGIC LABORATORIES 
Inventory Cost of Supplies as of June 30, 1949
1. Chemicals, Drugs and Media $ 3,191 80
2. F ilters & F ilter Supplies 1,642 46
3. Glassware 14, 194 72
4. Rubber Goods, Stoppers and Closures 2,114 30
5. Instruments & Surgical Supplies 1,577 29
6. Hardware & Household Supplies 1,103 97
7. Office Supplies & Printed M aterial 4,096 03
8. Shipping Containers & Postage 2,470 73
9. Miscellaneous 220 50
$30,611 80
It was noted, however, that the control account suggested in the previous audit report 
¡as not yet been set up in the general ledger, consequently attention is again called to this 
(natter.
Income - Denatured Alcohol Licenses: In connection with the verification of income 
from this source, it was noted that license No. 1294 had not been issued, although the fee 
had been received on January 10, 1949. The license was, however, issued during the p ro ­
gress of the audit.
Hospital Licenses: A license was issued to a hospital in G loucester, but the check 
received covering the fee for the license had apparently been lost or misplaced. The hos­
pital was requested to stop payment on the original check and to send to the Division a 
Check in replacement.
Narcotic Drug Licenses: It was noted that license No. 371-W was issued prio r to 
August 11, 1948, the date the fee was received. It is advised that no license be issued 
until the proper fee has been received.
District Offices: There a re  eight d istric t offices under the jurisdiction of the D epart­
ment located in the following communities:
D istrict No. Area Community
1 Southeastern New Bedford
2 South Metropolitan Quincy
3 North Metropolitan Commonwealth
Avenue, Boston4 Northeastern Wakefield
5 South Central W orcester
6 North Central Fitchburg
7 Connecticut Valley Amherst
8 Berkshire Pittsfield
Each d istric t office, with the exception of P ittsfield , was visited in connection with 
this examination. License fees covering application for Nursing or Convalescent Homes 
or for Boarding Homes for the Aged, were found at each office visited. Cash totaling ’ 
$1,470.00, consisting of checks, postal notes, and post office money o rders were being 
held at the seven d istric t offices which were visited awaiting clearance by local boards of 
heal h, the Department of Public Safety, local wire inspectors, local zoning authorities 
and local fire  chiefs. The checks, notes and money o rders bore various issue dates since 
November 4, 1948.
Apparently there appears to be a misunderstanding as to the time when payment shall
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be made for the licenses. A lis t of instructions is included in the form issued by the Di­
recto r of the Division of Hospitals. A copy of the form issued to the licensees follows:
THE COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF PUBLIC HEALTH 
Room 72, 8 Beacon Street, Boston 8
To the Licensee:
Enclosed are  certain  form s pertaining to the licensing of your home.
Please follow these instructions carefully.
1. Fill out application for license in duplicate. Keep one copy. Return 
the other to the d is tric t health officer.
2. Forward the four copies of the board of health certificate of approval 
to your local board of health. They will keep one copy for their files, 
re tu rn  one copy to you which you are  to keep, and they will forward two 
copies to your d is tric t health officer.
3. It is necessary for you to request on the enclosed form an inspection 
of your prem ises by the Inspector, Division of Inspection, Department of 
Public Safety who is assigned to your D istrict.
4. In addition, there a re  form s to mail to your local wire inspector, 
zoning authority, and fire  chief. These rep o rts from  the local wire in­
spector, fire  chief and zoning authority should be returned to you.
All these form s properly filled out together with your check or money 
order for ten dollars payable to the Commonwealth of M assachusetts, must 
be sent to M. D ., D istrict Health Officer
__________________, Mass.
before your application can be considered.
Very truly yours,
Richard P. MacKnight, M. D.
Director
RPM:njc Division of Hospitals
Enclosures
It would appear, from the foregoing, that the license fee should be sent in when all 
necessary  form s have been properly completed.
Checks, postal notes, post office money o rd e rs , which a re  held for a considerable 
tim e before deposit may create  confusion and difficulty in clearing them for payment. It 
is further advised that the Commission on Administration and Finance and the statute reg­
ulations do not perm it income to be held for longer than a reasonable length of time be­
fore deposit.
It is suggested that the D irector of Hospitals issue a directive to clarify this matter. 
It is also suggested that the C om ptroller's Bureau be consulted as to the disposition of the 
various item s of this nature now being held in the several D istrict Offices.
Agreement Between the Department of Public Health and the American Red Cross:
In this connection the previous audit report stated:
"It was noted that under an agreem ent, dated April 30, 1948 the De­
partm ent has received to the date of audit, a total of $91,262.00 from 
the American Red C ross. The agreem ent provides for the handling and 
processing of blood by the Department for the American Red Cross for 
the period from March 1, 1948 to June 30, 1948 - $32,000.00 to be paid 
to the Department for the f irs t 8,000 pint bottles of blood and $3.00 per 
bottle for excess of 8,000 bottles during the period. Paragraph 4 of 
said agreement read§:
"The intention of this agreem ent is that no profit or loss will 
be incurred by the American Red C ross o r the M assachusetts 
Department of Public Health. "
"A le tter from the American Red C ross dated July 2, 1948 continued 
the agreement for the six months periods of July 1, 1948 through De­
cember 31, 1948.
"Under the f irs t agreem ent the Department received $37,262.00 and 
under the extended agreem ent the Department received on July 12, 1948 
a check for $54,000.00 to cover the cost of handling and processing
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18,000 pints of blood.
"Referring to the clause in the agreement that no profit or loss will 
be incurred by either party, it was understood that the Department now 
has an accountant making cost studies, but to date of the audit the studies 
have not been completed. "
In this connection it was noted that a memorandum and two statem ents prepared  by the 
Department cost accountant indicate that $141,262.00 was advanced for whole blood s e r ­
vice operations for the period March 1, 1948 to June 30, 1949. Of this amount 
$139,253. 43 was expended and the balance of $2,008. 57 was applied to the operating costs 
for the first quarter of the fiscal year beginning July 1, 1949. The copies of this memo­
randum and the two statem ents follow:
Cost Accounting of Services Perform ed by the 
Department of Public Health for the American 
Red Cross in connection with Whole Blood Program  
in M assachusetts covering the Fiscal Year 
July 1, 1948 to June 30, 1949
July 29, 1949
Enclosed herewith a re  two (2) copies each of sum m aries representing 
cost accounting for whole blood serv ices during each of two (2) periods. 
These periods cover July 1, 1948 to December 31, 1948, and January 1, 
1949 to June 30, 1949, and rep resen t final charges as respec ts cost ac­
counting. A sum m ary of all costs, including four (4) months of the p re ­
ceding fiscal year is tabulated herewith:
March 1, 1948 to June 30, 1948 $ 33,256.03
July 1, 1948 to December 31, 1948 52,086.90
January 1, 1949 to June 30, 1949 53,910.50
Grand Total - 16 months $139,253.43
Total, fiscal year July 1, 1948 to 
June 30, 1949 $105,997.40
Inasmuch as $141,262.00 was advanced for operations of the Whole 
Blood Program  in three  (3) checks, one for $37,262.00, one for $54,000.00 
and one for $50,000.00, it will be noted that as of June 30, 1949, there  was 
an unexpended rem ainder of $2,008. 57. This was applied to the operating 
costs of the f irs t  quarte r of the fiscal year beginning July 1, 1949.
At the request o f ......... the copies for the Red C ross have been furnished
directly to him. He and M r............ of the Am erican Red C ross indicated
that it would be unnecessary to have these sum m aries countersigned by the
Commissioner. M r............. will divert the two (2) copies that he received
into the proper Red C ross channels.
The two (2) copies of each sum m ary enclosed herewith a re  for your file. 
ERS:M 
Enc.
AMERICAN RED CROSS WHOLE BLOOD PROGRAM IN MASSACHUSETTS 
CHARGES COVERING THE PERIOD FROM JULY 1, 1948 to DECEMBER 
31, 1948 INCLUSIVE 
(FINAL CHARGES)
1. Salaries $28,361.17
2. Laboratory Supplies 1,204.86
3. Miscellaneous Supplies 103.00
4. Depreciation Charges:
Based on 1/20 of equipment
valued at $26, 303. 60 1,315.18
5. Rent 500.92
6. Heating and Processing Steam 1,111. 15
7. E lectricity 583.24
8. Gas 9.00
9. Water 200. 00
10. Telephone and Telegraph 389. 12
11. Animal House 177.18
12. Transportation 740. 68
13. Equipment Repair and Service 345. 1714. Laundry 196.36
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15. F ire  Protection $ 2.34
16. Express 959.41
17. Corrugated Boxes 332.92
18. Other Shipping Charges 36.17
19. Office Equipment Expense 34.78
20. Repair Needles 646. 58
21. Diagnostic Laboratory 8,043.73
22. Total Basic Charges to Whole
Blood Program $45,292. 96
23. Adm inistrative Overhead 15% 6,793.94
24. Total Amount Chargeable to
Whole Blood Program $52,086. 90
I certify that the above costs were determined in accordance with 
standard accounting procedures and in conformity with established 
regulations covering fiscal m atters of the Commonwealth of M assa­
chusetts. , _ . .(signed)......................Cost Accountant
Department of Public Health 
Commonwealth of Massachusetts
AMERICAN RED CROSS WHOLE BLOOD PROGRAM IN MASSACHUSETTS 
CHARGES COVERING THE PERIOD FROM JANUARY 1, 1949 to JUNE 30, 
1949 INCLUSIVE 
(FINAL CHARGES)
1. Salaries $28,448.59
2. Laboratory Supplies 2,164.00
3. Miscellaneous Supplies 189.62
4. Depreciation Charges:
Based on 1/20 of equipment
valued at $26,303. 60 1,315.18
5. Rent 500. 92
6. Heating and Processing  Steam 1,311.90
7. E lectricity 693.61
8. Gas 9.00
9. Water 200. 00
10. Telephone and Telegraph 445. 00
11. Animal House 260. 83
12. Transportation 692. 99
13. Equipment Repair and Service 352.95
14. Laundry 193. 19
15. F ire  Protection 2. 40
16. Express 1,289.02
17. Corrugated Boxes 302.03
18. Other Shipping Charges 31.15
19. Office Equipment Expense 5.45
20. Repair Needles 703.93
21. Diagnostic Laboratory 7,760.94
22. Total Basic Charges to
Whole Blood Program $46,878.70
23. Adm inistrative Overhead 15% 7,031.80
24. Total Amount Chargeable to
$53,910.50Whole Blood Program
I certify  that the above costs were determined in accordance with 
standard accounting procedures and in conformity with established 
regulations covering fiscal m atters of the Commonwealth of M assa­
chusetts. (signed)................... Cost Accountant
Department of Public Health 
Commonwealth of M assachusetts
It was fu rther noted that a total of $75,000.00 was advanced for the Red Cross Frac­
tional P ilot P ro ject for the period July 1, 1948 to June 30, 1949. Of this total 
$73,837. 26 was expended and the unexpended balance of $1, 162. 74 was applied to the op- 
erating costs of the f irs t  quarte r of the fiscal year beginning July 1, 1949. Copies ofthe
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Cost Accounting for Red Cross Pilot P ro ject July 29, 1949
Enclosed herewith are  two (2) copies each of sum m aries representing 
cost accounting for the American Red Cross Pilot P ro ject during each of 
two (2) periods. These periods cover January 1, 1949 to March 31, 1949, 
and April 1, 1949 to June 30, 1949 inclusive and rep resen t the final charges 
as respects cost accounting.
A summary of the costs for each of the four (4) q uarte rs is tabulated 
herewith:
July 1, 1948 - September 30, 1948 $12,432.14
October 1, 1948 - December 31, 1948 14,168.53
January 1, 1949 - March 31, 1949 23,579. 12
April 1, 1949 - June 30, 1949 23,657.47
Grand Total $73,837. 26
Inasmuch as $75,000.00 was advanced for operations of the Pilot P roject, 
in two (2) checks, one for $50,000.00 and one for $25,000.00, it will be noted 
that as of June 30, 1949, there was an unexpended rem ainder of $1, 162.74.
This was applied to the operating costs of the f irs t quarter of the fiscal year 
beginning July 1, 1949.
At the request of M r...............the copies for the Red C ross have been
furnished directly  to him. He and Mr............ .. of the Am erican Red Cross
indicated that it would be unnecessary to have these sum m aries counter­
signed by the Com missioner. M r............ will divert the two (2) copies
that he received into the proper Red Cross channels.
The two (2) copies of each sum m ary enclosed herewith are  for your file.
ERS:M
Enc.
AMERICAN RED CROSS BLOOD FRACTIONATION PILOT PROJECT CHARGES 
COVERING THE PERIOD JANUARY 1, 1949 to MARCH 31, 1949 INCLUSIVE 
(FINAL CHARGES)
1. Salaries $ 9,617.70
2. Supplies, Laboratory 5,295. 26
3. Supplies, Miscellaneous 45.83
4. Reagent Alcohol 207.36
5. Nitrogen 21.54
6. Dry Ice 308.78
7. Depreciation Charge Pilot P roject 
Equipment (l/40 th  total) Basis 
10% per annum on equipment
valued at $77, 153. 39 1,928.84
8. Rent, prorated on basis of occupancy 533.54
9. Heating and Processing  Steam 255.39
10. Electricity 773.52
11. Gas 10. 50
12. Water 50.00
13. Telephone and Telegraph 30.00
14. Animal House, Rabbit account 400.11
15. Transportation 51.00
16. Equipment Repairs and Service 738. 60
17. Laundry 93.11
18. Fire Protection 2.40
19. Technical Journals 17.06
20. Office Equipment Expense 2.84
21. Overtime Lunch Money 74. CO
22. Essotane 46.20
23. Total Basic Charges, Pilot P ro ject $20, 503. 58
24. Adm inistrative Overhead 15% 3,075. 54
25. Total Amount Chargeable to
A.R. C. Pilot Project $23,579. 12
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I certify that the above costs were determined in accordance with 
standard accounting procedures and in conformity with established 
regulations covering fiscal m atters of the Commonwealth of M assa­
chusetts.
(signed)....................Cost Accountant
Department of Public Health 
Commonwealth of M assachusetts
AMERICAN RED CROSS BLOOD FRACTIONATION PILOT PROJECT 
CHARGES COVERING THE PERIOD APRIL 1, 1949 to JUNE 30, 1949 
INCLUSIVE 
(FINAL CHARGES)
1. Salaries $10,901.17
2. Supplies, Laboratory 3,770.41
3. Supplies, Miscellaneous 133.68
4. Reagent Alcohol 348.49
5. Nitrogen 41.07
6.
7.
Dry Ice
Depreciation Charge Pilot Project
724. 41
Equipment (1 /40th total) Basis 
10% per annum on equipment
8.
valued at $76, 524. 96 
Rent, prorated on basis of occupancy
1,928.84 
533. 54
9. Heating and Processing  Steam 131.06
10. E lectricity 844.87
11. Gas 10. 50
12. Water 50.00
13. Telephone and Telegraph 32.61
14. Animal House, Rabbit Account 382.37
15. Transportation 245.70
16. Equipment Repairs and Service 306.49
17. Laundry 106. 08
18. Technical Journals 38.24
19. Office Equipment Expense 8.69
20. Overtime Lunch Money 33. 50
21. Total Basic Charges, P ilot Project $20,571.72
22. Administrative Overhead 15% 3,085.75
23. Total Amount Chargeable to A .R . C. 
Pilot P roject $23,657.47
I certify that the above costs were determined in accordance with 
standard accounting procedures and in conformity with established 
regulations covering fiscal m atters of the Commonwealth of M assa­
chusetts. (signed)............... Cost Accountant
Department of Public Health 
Commonwealth of Massachusetts
It would appear from  the following le tter that the agreem ent between the Massachu­
se tts  Department of Public Health and the American National Red C ross covering the per­
iod of July 1, 1948 through June 30, 1949 would be continued for an additional period of 
one year ending June 30, 1950:
October 3, 1949
My dear Doctor Getting:
I find that, although there is an informal mutual understanding with 
regard to the extension of the pilot plant agreement for another year, 
beginning July 1, 1949, this extension has not been formally executed.
Therefore, in accordance with paragraph 6 of the memorandum of 
agreem ent between the M assachusetts Department of Public Health 
and the American National Red Cross whereunder during the period 
July 1, 1948 to June 30, 1949, the form er made available personnel, 
laboratory and storage facilities to be used in resea rch  and pilot 
plant development work for the National Blood Program , this will 
evidence the agreem ent of the Am erican National Red Cross to a 
continuance of the term s of that agreem ent, except as hereafter in-
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dicated, for an additional period of one year, ending on June 30,
1950, provided that either party may term inate the agreement upon 
giving at least ninety days' written notice of intention to term inate.
It is  understood that under this extension of the existing ag ree­
ment, payment to the State of M assachusetts by the American Na­
tional Red Cross will be on a quarterly  reim bursem ent basis ra ther 
than a cash advance basis.
If the foregoing m eets with your approval, please sign the a t­
tached carbon and re tu rn  it to this office.
Sincerely yours,
(signed) Jam es T. Nicholson
Executive Vice President
Dr. Vlado A. Getting, Commissioner 
Department of Public Health 
The Commonwealth of M assachusetts 
State House
Boston, M assachusetts Approved: Vlado A. Getting (Signed)
Special Appropriations: The reco rds of the Department indicate a balance 
of $11,205, 637. 61 in the special appropriations account as of September 30, 1949. Of 
this total, $11,180.00 rep resen ts plans for, and construction of the Forest Hills Chronic 
Disease Hospital.
It was noted that an item  of $20,000.00 appears on the Department reco rds as having 
been paid. However, it is understood that this payment is  s till  being held up in the 
Comptroller's Bureau. It rep resen ts  an invoice plan drawn up for a Chronic Disease 
Hospital in Stoneham. The proposed location, however, of the Hospital has been changed 
to Forest Hills.
LAKEVILLE STATE SANATORIUM REPORT No. 2629
Board Rate for Crippled Children: Effective May 1, 1949 the Department of Public 
Health has established a sliding scale for board of crippled children. This new ra te  is 
from $14.00 to $35.00 per week for crippled children, under 21 y ears of age, according 
to ability to pay. It is understood that in cases of fam ilies who could not pay the estab­
lished minimum ra te  of $14.00 per week that the cost of treatm ent would be assum ed by 
the Department.
Although this new policy is  based entirely  on the ability to pay, the institution has 
not been instructed as to the proper procedure to be followed in determining the amount 
to be charged.
Farm Losses: The farm  has reported  a loss of $13,909.40 for the year 1948. This 
is attributed to the high cost of gra in  and other supplies, the excessively low prices for 
farm products, and operating at approximately 50% capacity.
NORTH READING STATE SANATORIUM REPORT NO. 2650
Suspense Accounts Receivable: It was noted that the accounts subm itted to the At­
torney General were not tran sferred  to a general ledger Suspense Accounts Receivable 
from the regular active Accounts Receivable. This is  contrary to instructions within 
the .Comptroller's Bureau Accounting Manual.
Old Checks: It was noted that there  were six  checks which have been outstanding for 
over a year. It is recommended that payment be stopped on them and the proceeds tra n s ­
ferred to the State T reasu rer.
Inventories of Stock Ledger: The Com ptroU er's Bureau Accounting Manual sta tes:
"Inventories of Stock Ledger item s are  to be taken so as to have a 
complete inventory of all the Active Accounts AT LEAST FOUR TIMES 
during the year. The Inactive Accounts should be inventoried AT LEAST 
THREE TIMES during the year. "
It was learned that this directive has not been followed. This has resu lted  in many 
variances between the actual physical inventory and the stock ledgers. It is  suggested 
that as a step toward effecting the reconciliations, efforts should be immediately made 
to arrange periodic inventories together with necessary resultant adjustm ents in accord-
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ance with the aforementioned instructions.
Farm  Audit - 1948: It was noted that the monthly animal census reports included 
several erroneous en tries. These differences created an understatem ent of $102.00 in 
the closing inventory as reported  on that farm  report.
The variances were called to the attention of those concerned and were then cor­
rected . It is suggested that g reater care  be taken in the preparation of these reports. It 
is furtherm ore suggested that the stew ard’s office check all such reports.
Canteen: A canteen is in operation on the grounds of the institution. This canteen is 
operated by a concessionaire with no financial re tu rn  to the institution and was established 
in January 1948. The Department of Public Health gave its sanction to this arrangement 
with the stipulation that in the event the space used is needed for institution purposes the 
concession will be term inated. The books and reco rds of the concession are  maintained 
entirely by the concessionaire, the institution keeps no records of this activity. The items 
sold at the canteen are  candy, tobacco, food, some artic les  of clothing, etc.
M argaret N. MacNevin Fund: This fund totaling $1,000.00 was established in July 
1944 and has earned no in terest. The State T rea su re r 's  office reports that this money 
has never been invested and that they have never been advised to invest the money. The 
fund has no restric tio n  as to expenditures and it was granted for the use of the institution, 
as it saw fit. It is , therefore, recommended that steps be taken to invest this fund money 
so that in te rest may be earned.
RUTLAND STATE SANATORIUM REPORT No. 2658
Farm : In connection with the audit of the farm  accounts the following was noted.
Farm  products to storeroom  per sheet "M" of the farm  report for the 1948 farm year does 
not reconcile with the farm  records for that period.
Monthly tr ia l balances of the farm  ledger were not taken by the institution’s employ­
ees.
Requisitions for withdrawal of grain a re  not made out at time of withdrawal and sent 
to the Steward’s office to be recorded in the stock ledger. The requisitions do not show 
approval.
Monthly reports of farm  products in pounds (Farm  CB Farm  F-2M) have not been made
out.
WESTFIELD STATE SANATORIUM REPORT No. 2718
M aterials and Supplies: A test inventory of the M aterials and Supplies showed aggr- 
gate shortages of $389.23 and overages of $530.81.
Farm : The annual farm  rep o rt for the 1949 farm  year was examined and showed an 
operating loss of $16, 994. 48.
The June 30, 1949 financial report showed an excess of $25, 173. 57 of cash expended 
for farm  operations as compared with the values of farm  sales and products sent to the 
institution for consumption.
A comparison of the 1948 and 1949 fiscal years is now shown:
Appropriation Expenditures: 
Personal Services 
Expenses
$14,218.45
22,292.88
$21,097.21
22,716.50
Farm  Products to Storeroom 
and Farm  Sales
$36, 511.33 
(20,353. 19)
$43,813.71 
(18,640. 14)
Excess of Appropriation 
Expenditures over value of 
Farm  Production and Sales $16,158.14 $25,173.57
T rust Fund: It is again suggested that the Com ptroller’s Bureau issue instructions 
to the institution to separate  this fund from  the Canteen Fund. It is also suggested that 
this fund be set up in the general ledger as an independent fund.
DEPARTMENT OF PUBLIC SAFETY REPORT No. 2660
Framingham Stores: The previous audit report stated:
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"Attention was called in the two previous audit rep o rts to an amount 
of $144. 30 due the department since 1941 for 39 cases of paper napkins 
returned to the vendor as unsatisfactory. This then was turned over to 
the Purchasing Bureau on July 17, 1941 for collection. To date, this 
amount has not been collected, but an attempt was made to apply this 
credit to a current purchase from the same concern, without success.
"It is recommended that this account be turned over to the Attorney 
General for disposition.
"It was understood that this m atter has been discussed with an As­
sistant Attorney General and that it will be form ally given to the At­
torney General in the near fu tu re ."
There has been no change in this situation during the current audit period.
Materials and Supplies Account: The previous audit report stated:
"The m aterials and supplies account in the general ledger is  being 
charged each month with the excess of purchases over issues, and 
credited with the excess of issues over purchases. All adjustm ents, 
when greater or less than the actual physical inventory are  used to 
reduce or increase the issues for the period. This is not in accord­
ance with the accounting procedure as se t forth in the manual pub­
lished by the C om ptroller's Bureau.
"It is suggested that the accounting as se t forth in the manual be 
adhered to ."
It was noted that this arrangem ent was corrected  as of July 1, 1949.
Standard Booth L icenses: The custom of issuing duplicate licenses from  regularly 
numbered original licenses should be discouraged. A special license plainly marked 
"duplicate" should be used for this purpose with information showing the number of the 
original license for which the duplicate is  issued.
It was noted that two standard booth licenses have been issued without the holder be­
ing billed for them. This was due to the fact that the cards which should pass through the 
cashier's office before filing were sent d irect to the filing room. B ills will be sent these 
license holders. The licenses concerned a re  #249 issued at Springfield and #29 issued at 
Fall River.
Collection of Boiler and Air Tank Inspection Fees: This department has long extended 
credit in the m atter of boiler and a ir  tank fees. This practice has resulted  in many charge 
offs of fees for inspection of insured bo ile rs, and each month there rem ains a large out­
standing list of accounts receivable. A large amount of work is necessary  in billing and 
follow up statem ents. On December 9, 1949 there were outstanding accounts to the a- 
mount of $5,825.00, some of which m ust eventually be turned over to the Attorney Gen­
eral for collection.
This m atter was discussed with the Commissioner to whom the suggestion was made 
that future inspections be made upon the w ritten application of the owner accompanied by 
the required fee. This system  will elim inate all billings, assu re  the State 100% income 
and prevent the inspection of insured boilers. It will also elim inate the difficulty encoun­
tered in determining the rea l owner of a property. Inspectors have in the past been o- 
bliged to Spend time at the Registry of Deeds to find out the owner of certain  property.
This suggestion met with the approval of the com m issioner and he gave instructions 
to prepare the necessary form s subject to the approval by the Attorney General.
DEPARTMENT OF PUBLIC UTILITIES REPORT NO. 2693
Boston Elevated - Declaratory Judgment: It was noted that the following accounts 
still appeared as open on the general books of this department:
In this connection it was noted that the accounts affecting this appropriation did not
Special Appropriation Boston Elevated 
Declaratory Judgment 
Special Appropriation Boston Elevated 
Delcaratory Judgment Allotment Account
$2, 583 79
7,304 26 
$9,888 05
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appear on the financial report of June 30, 1949.
This appropriation was reverted  on June 30, 1949 by the C om ptroller's Bureau and 
not by the department. It is recommended that the C om ptroller's Bureau forward to the 
department the necessary  closing en tries to close these accounts on the departm ent's 
books.
Financial Reports: It was noted that the Funds T ransferred  to State T reasu rer ac­
count in the general ledger did not agree with the corresponding amount in the Income 
Statement. The differences were caused by not properly entering returned checks and 
refunds account of Income in both records. It is recommended that the Funds Transferred 
to State T reasu rer account be reconciled monthly with the corresponding figures in the 
Income Statement in the monthly financial reports .
Current Year Refunds: It was noted that in one instance Current Year Refunds were 
posted to the Funds T ransferred  to State T reasu re r Account. This is not in conformity 
with the C om ptroller's Bureau Accounting Manual and should be adjusted.
DEPARTMENT OF PUBLIC WELFARE
General Department REPORT No. 2691
Old Age Assistance - State Share: For the 1950 fiscal year an appropriation of 
$27,000,000.00 was granted for this purpose. To March 2, 1950 $25,372,362.41 was ex­
pended, leaving an unexpended balance in the appropriation account of $1,627, 637. 59. At 
this time the records in the department indicate that b ills which were submitted totaling 
$7,179, 804. 57 have been audited and approved for payment. These were not paid be­
cause no funds are  available. It appears that the total of bills submitted and approved 
but not paid will be increased by June 30, 1950 to approximately $19,000,000.00. At 
present it is not the practice to reco rd  such liabilities in the general ledger of the de­
partm ent. It is suggested that the State Com ptroller be requested to provide for the re ­
cording in the general ledger of audited and approved liabilities so that the true financial 
status may be readily apparent.
Appropriation for Reim bursem ent to Cities and Towns for Tem porary Aid: It was 
noted that on February 28, 1950 there  was an unexpended balance in the allotment account 
of $12, 217. 25. The records in the department show that bills have been submitted for 
payment in the amount of $166,000.00, of which $56,000.00 were audited and approved 
but not paid.
Aid to Dependent Children: It was also noted on February 28, 1950 that there was 
an unexpended balance in this allotment account of $81, 536.48, while the records of the 
department show b ills submitted, audited and approved but not paid in the amount of 
$449, 123. 96. Out of the unexpended balance in the allotment account $5,000.00 will have 
to be paid, which rep resen ts the State Share of Administration Cost under provision of 
Chapter 117, Sections 44, 45 and 46. The item s of $449,123. 96 represen ts 1949 fiscal 
year liab ilities.
Care and Maintenance: It was noted that on February 28, 1950, there was an unex­
pended balance in the allotment account of this appropriation of $1,014,006.57. During 
the 1950 fiscal year bills subm itted, audited and approved but not paid in the amount of 
$17, 896. 53 representing 1949 fiscal year liab ilities. No deficiency appropriation was 
apparently made during the 1950 fiscal year to pay these liab ilities. It is understood that 
when the 1951 fiscal year budgets a re  prepared, a deficiency appropriation will also be 
requested to pay for the 1949 liabilities.
Burial of Indigent Persons: It was noted that on February 28, 1950 there was an 
unexpended balance in the allotment account of $2,827.45, while the records in the de­
partm ent indicate that bills submitted for payment in the amount of $8,000.00 still r e ­
main unpaid.
Contagious D iseases: It was noted that on February 28, 1950 there was an unex­
pended balance in this allotment account of $72,689.48, whereas the records in the de­
partm ent show bills submitted for payment in the amount of approximately $82,000.00, 
of which $78,000. 00 were for audited and approved item s but which were not paid.
Support of Indigent P ersons: It was noted that on February 28, 1950 there  was an
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unexpended balance in this allotment account of $171,830. 63. It is understood that this 
balance will be used to pay 1949 fiscal year liab ilities, which presently cannot be accu­
rately estimated because of lack of necessary settlem ent information.
Tuition and Transportation of Children: It was noted that on February 28, 1950 there 
was an unexpended balance in the allotment account of $7.16. The records in the depart­
ment show bills submitted, audited and approved but not paid were in the aggregate a- 
mount of $65, 103. 35.
Infant Boarding Home Licenses: It was noted in several instances that license appli­
cants had sent in money with their applications in excess of the co rrec t fees. In such 
cases the correct fees were recorded in the cash book and the excess was refunded di­
rectly to the license applicants. It is suggested in the future that the entire  amount be 
recorded as received, and a refund of receip t voucher be issued for the excess to be 
cleared in the proper manner.
Division of Child Guardianship - Refunds of Receipt Vouchers: In checking the r e ­
funds of receipts on individual cases, it was noted that a refund of $62.10 was made to a 
grandparent of a child in December 1948. This item was duplicated in April 1949 by mak­
ing a refund to the United States Government in the sam e amount. It is understood that 
an effort has been made to have the Federal Authorities refund this amount.
Division of Child Guardianship - Reim bursem ents for Support of Children by Individ­
uals: In addition to the reim bursem ents by cities and towns for support of certain  chil­
dren, the Department is reim bursed by individuals on court o rder and occasionally on 
their own initiative.
In the case of children committed to the care  of the division by court o rd e r, the 
court may order a parent to pay a designated amount for the support of the child. These 
payments are made by the parent directly  to the probation officer of the court which has 
jurisdiction, who in turn rem its the collection to the Division of Child Guardianship in 
the Department of Public Welfare. A test check was made of one d is tric t where approx­
imately 310 committments to the care of the Department have been made during the cu r­
rent audit period and it was noted that in only 15% of these cases had payments been made. 
It is suggested that a separate card  be kept for each case and that some regular followup 
method be provided so that these collections may be currently  controlled.
Accounts Due from M uniciplaities a /c  Child Guardianship and State Infirm ary Cases: 
It is suggested that all accounts over one year old be re fe rred  to the Attorney General 
for collection or disposition.
Accounts with Attorney General for Collection: It was noted that on March 2, 1950 
the total of the outstanding accounts receivable was $239,958. 56 of which accounts total­
ing $31, 554. 62 were supposedly with the Attorney General for collection. It was noted 
upon checking with the records in the Attorney General’s department that item s totaling 
$7, 953. 15 had apparently never been received by the Attorney General. It is suggested 
that steps be taken to bring the departm ent’s records in this respect into agreem ent with 
those maintained by the Department of the Attorney General.
Accounts Charged Off by Attorney General: During the period under examination, 
Division of Aid and Relief accounts aggregating $6,476. 87 were charged off the records 
by authority of the Attorney General.
Suspense Accounts Receivable Account: It is  recommended that a Suspense Accounts 
Receivable Account be se t up in the general ledger. The balance of this account should 
represent the accounts in the hands of the Attorney General for collection in accordance 
with the instructions in the Accounting Manual issued by the State C om ptroller's Bureau.
Division of Aid and Relief - Accounts Receivable: In this connection the previous 
audit report stated:
"Charges to cities and towns for board of inmates at the State In­
firm ary originate in the Settlement Division, where so-called  billing 
cards a re  kept. Quarterly the cards a re  totaled on an adding machine 
and the cards, together with a memo showing the total of the billings, 
a re  sent to the Bureau of Accounts. There the cards a re  totaled on an 
adding machine, following which the bills a re  made out and the billing
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cards returned to the Settlement Division. It is  suggested that any dif­
ferences between the Settlement Division totals and the Bureau of Ac­
counts totals be shown on a reconciliation sheet which should be kept 
for audit purposes. Adding machine tapes should also be retained.
"Paym ents for support a re  som etim es received by m em bers of the 
Settlement Section personnel and also by the Assistant Director of the 
Division. The monies so collected are  turned over to the Bureau of 
Accounts. Standard receip t books should be used by a ll employees 
when monies a re  collected on behalf of the Commonwealth."
As this m atter has not been corrected  attention is again called to it.
Board of P rivate  Patients at Tewksbury State Hospital: R eferring to this, the pre­
vious two audit rep o rts have stated:
"Referring to board of private patients, it is  understood that the 
social serv ice  section of the department makes this determination and 
apparently the only reco rds of such cases in that section are  in the par­
ticular case history folders. It is suggested that the social serv ice sec­
tion keep a segregated reco rd  of private cases authorized which will 
provide a basis for auditing this type of income. "
Attention is again called to this suggestion, as the arrangem ents have not been 
changed.
Ledger Accounts with Municipalities Account of Division of Aid and Relief: Prev­
ious audit reports have stated:
"It is again recommended that each ledger account with a munici­
pality be backed up by a ledger account with each person included in 
the make-up of the account - at present there  a re  ledger accounts with 
the m unicipalities but the detail is shown only on duplicate bills. "
As this recommendation has not been adopted, attention is  again called to it.
Division of Aid and Relief - Income T ransferred  to Institutions: In this connection 
the previous audit rep o rt stated:
"It is suggested that all income received by the Division for credit 
to the State Farm  and to the Infirm ary at Tewksbury be transferred  
directly  to the State T reasu re r, and a copy of the receip ts voucher only 
be sent to the institutions concerned. At present, income of this kind 
is tran sferred  directly  to the institutions and is la te r tran sferred  by the 
institutions to the State T re a su re r ."
As this suggestion has not been followed, attention is again called to it.
Division of Child Guardianship - Ward Wages Monthly Reports: At the time of the 
audit it was noted that monthly ward wage rep o rts were filed at the various d istric t of­
fices. It is suggested that the original copy of the rep o rt be held in the main office, at 
least until they have been audited. It was also noted that many reports had no vouchers 
attached to substantiate purchases made for the ward. It is suggested that visitors in­
stru c t the em ployers to attach vouchers for expenditures made to each monthly report.
It is further recommended that all monthly wage rep o rts be signed by the supervising vis­
ito r.
Division of Aid and Relief T rustee Accounts: Previous audit reports have stated:
"These funds a re  received in the f irs t  instance in the office of the 
A ssistant D irector of the Division, a re  placed in an envelope and sent 
daily to the bookkeeping office, where a receip t in duplicate is  made 
out for each item  and the funds deposited in individual savings bank 
accounts. The duplicate copy of the receip t is  retained in the book­
keeping office and the original copy of the receip t is sent to the office 
of the A ssistant D irector of the Division who sends them to the social 
serv ice  section, where some have been filed in case history folders
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and some have been placed in an envelope.
"Apparently the receip t form s m erely serve as inter-office memos 
and it is suggested that this m atter be brought to the attention of the 
State Comptroller to the end that the receip t form s may be used for the 
purpose intended. "
As this suggestion has not been followed, attention is again called to it.
Division of Child Guardianship - Funds of W ards, Whereabouts Unknown: Unclaimed 
funds of State wrads who cannot be located should be tran sferred  to the State T reasu re r 
in accordance with Chapter 618 of the Acts of 1941. During the period of audit accounts 
totalling $202.99 were transferred  and 13 accounts totalling $395.31 were in this cate­
gory awaiting transfer on March 2, 1950.
Division of Child Guardianship - Storeroom: The storage facilities as mentioned in 
previous audit reports have not improved, and it is again suggested that adequate s to re ­
room facilities should be provided.
Storeroom Issues to Tem porary Homes: It was noted that of the total issues of 
$51,735.46 for the audit period, item s amounting to $22,092. 96 were issued to so-called 
"Temporary" homes for children. It was noted that the "Tem porary" homes are  not r e ­
quired to file reports showing the disposition of the clothing, e tc . , received. It is sug­
gested that if practical, a monthly report be submitted.
Storeroom Inventory: A tes t inventory of 270 item s was taken on March 2, 1950. A 
net overage of $2.16 existed between the book balances and the physical inventory. How­
ever, 71% of the items counted did not agree with the stock ledger balances.
MASSACHUSETTS HOSPITAL SCHOOL REPORT No. 2676
Minutes of T rustees’ Meetings: The previous audit report stated:
"Minutes of T rustees’ Meetings: The minutes of the tru stees ' m eet­
ings were reviewed for the period under examination. In this connec­
tion it was noted that they consist of loose sheets of paper and are  not 
signed nor a re  they incorporated in the regular bound record  book of 
these proceedings which is available. It is  suggested that this record  
be properly kept. "
As this situation still ex ists, it is  again suggested that these records be properly 
maintained.
Income: It was noted that there a re  several delinquent accounts carried  in the active 
accounts receivable ledger.
It is suggested that these accounts be turned over to the Attorney General for d is­
position.
Bonds: Although the trea su re r  of this institution is covered by bond for State funds 
it is suggested that the trea su re r  be also bonded from  the Endowment Fund.
Pay Roll Bank Account: On the date of the curren t audit it was noted that the pay 
roll bank account had not been reconciled since March 1949, so it was impossible to make 
a reconciliation as of that date. Difficulty has been experienced for the past few audits 
in this respect, and it is urged that immediate steps be taken to rectify  this condition as 
it is very important that this reconciliation should always be currently  maintained.
Meal Tickets: In checking the potential income from the sa les of meal tickets a dif­
ference of $28.70 was noted as follows:
TEWKSBURY STATE HOSPITAL AND INFIRMARY REPORT No. 2671
Potential Income - P e r Inventory 
Income Recorded on Cash Records 
Cash Found in Office Safe, not
$13,212 90
$13,382 90
Tickets could not be Determined 
by Institution T reasu rer
Recorded because Sequence of
141 30 13,354 20
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Difference $28 70
The wisdom of holding in the office safe the aforementioned $141. 30 simply because the 
identity of the tickets sold could not be established is  seriously questioned. All monies 
of this nature should always be immediately processed  for deposit. Adjustments, if nec­
essary , can be made at a  la te r date. As a m atter of fact this money was deposited on 
January 5, 1950, while the audit was in p rogress.
Bonding of Employees: It was noted that certain  employees in the tre a su re r 's  office, 
who handle cash are  not bonded. Conditions in th is office often require  these non-bonded 
employees to handle large amounts of money originating from  the sa les of meal tickets 
and patients' cash.
It is , therefore, recommended that all those whose duties involve handling cash be 
bonded.
Free  Meal Tickets: It was noted that the meal ticket arrangem ent was instituted 
under authority of Adm inistrative Bulletin No. 105, Commission on Administration and 
Finance dated September 28, 1949.
This bulletin authorizes that meal tickets be issued to the following without charge: 
Affiliate Student N urses, Social Service Students, Medical Student Internes and other 
students o r volunteer w orkers who receive no compensation from  the Commonwealth.
During the audit period it was noted that there were 83 meal tickets issued without 
charge. It was fu rther noted that there  were no adequate reco rds to show to whom such 
meal tickets were issued. Those receiving these tickets did not sign for them nor was 
it indicated why they were so issued. It is  noted that this bulletin of the Commission on 
Adm inistration and Finance made no provision for keeping any record  of transactions of 
this nature.
It is , therefore, recommended that competent records be maintained for the account­
ing of these gratuitous meal tickets.
Sales Slips: It was noted that certain  sa les recorded in the general ledger by journal 
en tries were not substantiated by sa les slips. It was further noted that several sales 
slips which recorded part payments of income were trea ted  as charges to accounts re ­
ceivable general ledger account in two instances.
It is , therefore, recommended that the sa les slip  numbers be recorded in the cash 
book so that item s of income can be readily  identified.
Instances were also noted of adjustm ents of sa les being recorded on only one of 
three copies of the sa les slips causing variances between the copies.
Unpaid Accounts Receivable: Item s of income unpaid since 1948 and prior years a- 
mounting to $571.70 should be re fe rred  to the Attorney General for disposition. A sus­
pense accounts receivable should also be se t up in accordance with the Comptroller's 
Bureau Accounting Manual.
Accounts Receivable Ledger: As of the date of audit the accounts receivable subsid­
iary  ledger was posted only to June 30, 1949. It was brought up to date while the current 
audit was in p rogress.
Maintenance of Employees: It was noted that charges for maintenance of employees 
had not been recorded since June 30, 1949. It was understood that this was due to the 
fact that the pay ro lls  had not been currently  reconciled. These charges a re  ordinarily 
deducted from  the pay ro ll account and rem itted to the State T reasu rer as income.
In effect, the institution has in the Pay Roll Bank Account income which should have 
been forwarded to the State T reasu re r, the amount of which cannot be accurately deter­
mined at this tim e. It is recommended that maintenance charges be promptly and prop­
erly  computed and the income sent to the State T reasu rer.
Financial R eports: No monthly financial report has been prepared or submitted to 
the C om ptroller's Bureau since June 30, 1949. During the course of the audit the Comp­
tro lle r 's  Bureau submitted general ledger closing entries as of June 30, 1949. It is sug­
gested that every effort should be made so that the necessary financial reports can be 
submitted currently .
General Ledger: It was noted that the general ledger was posted only to August 31,
1949. This made the taking of a tria l balance of that ledger as of date of audit im prac­
tical! According to institution authorities this was accounted for by the fact that certain
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necessary Information had not been submitted to the institution tre a su re r  by the institu­
tion stew ard's office.
Materials and Supplies: The test inventory taken on December 12, 1949 in connec­
tion with the curren t audit could not be entirely  verified. This situation was occasioned 
by the fact that certain  stock ledgers had not been posted beyond August 31, 1949 because 
of the illness of one of the employees in the stew ard 's office.
Materials and Supplies - Adjustments: An examination of the adjustment book showed 
that certain adjustments were made in amounts over $100.00 without necessary  approval. 
The instructions issued by the C om ptroller's Bureau Accounting Manual requ ires that 
"An adjustment of a single item amounting to $100.00 or m ore m ust be approved by both 
the Superintendent and the D epartm ent." It is recommended that this regulation be com­
plied with.
Patients' Funds: On the date of the audit it was noted that there  was a total of $63.75 
in overdrafts representing 59 item s of which 51 are  inactive accounts and 8 a re  active 
accounts. It was further noted that there  was $438. 85 representing accumulated in terest 
in the patients' fund cash account which could not apparently be disposed of. The m atter 
of these overdrafts and the accumulated in terest has been the subject of much comment 
in previous audit reports.
The Attorney General advised that the General Court be requested to give authority 
in the disposition of these item s. On November 8, 1946 a le tter was sent to the Budget 
Commissioner requesting a sum sufficient in the annual budget to allow these overdrafts 
to be cleared. In this connection it is interesting to note that no funds have yet been made 
available by the General Court.
There also seem s to be no apparent reason for the $438. 85 of accumulated in terest 
being allowed to remain in the institution. It would seem  that some disposition should be 
made of this money and it is  suggested that a  determ ination in this respec t be made.
Included in the lis t of patients ' bankbooks are  4 belonging to patients deceased in ex­
cess of 7 years. These books should be disposed of in accordance with the statu tes.
In the previous audit report it was noted that many patients' cards listed  as active 
were actually in the inactive category. It is again recommended that the patients' cards 
be kept current by a continuous reference to the files maintained in the reco rd  office.
It was also noted that the institution does not take a  tr ia l balance of the patients' 
cards each month. Because of this a g reat deal of difficulty was experienced in taking a 
trial balance of the patients' cards in connection with this audit. The difficulties experi­
enced were in the main due to e r ro rs  in posting in previous months. These e rro rs  would 
have been reduced if a tr ia l balance were taken monthly. It is , therefore, recommended 
that a trial balance of the patients' cards be taken monthly.
Unpaid Checks in the Various Funds: In the State account there  were noted twelve 
outstanding checks over a year old. These should be handled as prescribed  by the Comp­
troller's Bureau. In the Community Store Fund there were nine outstanding checks over 
a year old. Of these nine checks eight were issued to the P ostm aster at Tewksbury dur­
ing the years 1945, 1946 and 1947 totaling $154. 24. The P ostm aster has repeatedly been 
asked to put the checks through for payment but has failed to do so. In the Patients' Fund 
there were found eight outstanding checks over a year old. The m atter of outstanding 
checks held in excess of one year has been the subject of comment in previous audit r e ­
ports and it is, therefore,again recommended that steps be taken to clear up these s itu ­
ations.
Community Store: During the taking of the physical inventory, it was found that 
many items kept in stock are  either obsolete o r unsalable at the sa les p rices indicated. 
Some of these item s have been in the sto re  for many years and consist of the following: 
nurses uniforms, collars, cuffs and aprons, war greeting cards, side-com bs, stockings, 
V-mail, soap, certain types of razo r blades, and old fountain pens. All of these item s 
should be marked down for quick disposal o r sold to some other agency where they may 
have some use.
The inventory taken in connection with the curren t examination indicated an overage 
approximating one and one-half per cent of sa les . This was accounted for to a large  ex- 
ent by the sales of syrups, soda water, milk, and book m atches which a re  included in 
e inventory control figure as a part of the accountable m erchandise for sale but are  
actually operating expenses.
At the date of audit there was over $11,000.00 in banks representing accumulated 
ds of the Community Store. This fund is constantly growing since it is apparently not
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needed for current operations. Since the canteen was established prim arily  for the pa­
tients' benefit, some use should be made of these funds instead of allowing them to accu­
m ulate. The only apparent use made of the sto re  surplus in the way of patients' benefits 
is in the purchasing of newspapers and magazines for the patients and totalled only 
$643.18 during the audit period. The profits for the sam e period amounted to $2, 636.65.
During the course of the audit several v isits were made to the Community Store, and 
on several of these v isits it was observed that there was currency lying on the counter. 
All sa les money should be recorded in the cash reg is te r immediately at the consumma­
tion of the sale and not at a la te r tim e.
Comment was made in the previous audit report with reference to an accumulation 
of cash in excess of the total amount as recorded on the daily cash reg is te r tapes. This 
overage now totals $174.31. The suggestion that this overage be recorded as miscellan­
eous income is , therefore, repeated.
General Department DEPARTMENT OF PUBLIC WORKS REPORT No. 2724
Financial Records in General: Two separate  se ts of financial records (including the 
cash) a re  kept; one for the Division of Highways and the other for the Waterways Division.
Highways Division
Robbery in Traffic Shop: A prio r audit report commented on a cash shortage of 
$86.62 in the advance money of the Traffic Shop located at 1890 Columbus Avenue, Bos­
ton. This shortage was due to a  robbery which was committed either during the night of 
M arch 1, 1948, o r in the early  morning of March 2, 1948.
Under the provisions of Chapter 307, Acts of 1949 reim bursem ent for this loss was 
specifically included in the appropriation of $6,000,000.00 under item 2900-02, for the 
1950 fiscal year. On July 8, 1949 petty cash check #15205 in the amount of $86.62 was 
drawn in favor of the M assachsusetts Department of Public Works. It was then entered 
as a rece ip t under date of June 30, 1949, thus wiping out the shortage as of the close of 
the 1949 fiscal year.
Highways - Accounting System: Previous audit reports have treated in detail the in­
stallation of th is system  by the Public Administration Service of Chicago, Illinois in 1941- 
1943.
It was understood that about September 1, 1946, the Com ptroller's Bureau completed 
a detailed survey of the bookkeeping system  installed by the Public Administration Ser­
vice.
No detailed review was made of the system  during this audit by this Department. It 
was understood that a review of the system  is  being made by a consultant who was engaged 
by the Com missioner of Public Works, but to date of this audit, the consultant had not 
filed his report with the department.
Inventories: An integral part of the installtaion by the Public Administration Service 
was a tabulating Inventory Control. Inventories are  maintained in 42 storehouses located 
throughout the State and the system  is so designed as to provide a control in the machine 
room  for the m ateria ls and supplies in each of the 42 storehouses. Test inventories 
w ere taken at four of the storehouses and the resu lts  of the inventory takings are sum­
m arized as follows:
Summary of Test Inventories
Storeroom
#45
Lexington
Storeroom
#35
Millbury
Storeroom
#2
Traffic Shop
Storeroom
#1
D. St.
Value P er Book 
Records $14,149 46 $12, 990 98 $122,397 35 $31,030 83
Value P e r  Physical
Inventory $14,365 67 $13,450 58 $120,352 35 $27,169 37
Add - Shortages 45 81 246 80 14, 106 23 5,984 40
Less - Overages
$14,411 48 
262 02
$13,697 38 
706 40
$134,458 58 
12,061 23
$33, 153 77 
2,122 94
Value P er Book 
Records $14,149 46 $12, 990 98 $122,397 35 $31,030 83
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Total Book Value of 
All Items In Store -
room $36,209 91 $33,043 51 $285,454 00 $260,253 21
Date of Inventory May 25, 1950 June 6, 1950 May 29, 1950 June 2, 1950
Date Book Records 
Received June 7, 1950 June 20, 1950 June 21, 1950 June 22, 1950
Total Number of 
Items in Store­
room 611 488 1064 4328
Number of Items 
Inventoried 226 135 206 408
Number of Items 
Short 20 15 60 167
Number of Items 
Over 49 22 64 77
In considering the resu lts  of these inventories it should be noted that it was under­
stood that no adjustments had been made since June 20, 1949. It should also be noted 
that the storage facilities in many of the storehouses is inadequate.
Recently the department has assigned to the chief storekeeper the duties of superv is­
ing the inventories and the taking of tes t inventories from  tim e to tim e. This is  certainly
a step in the right direction.
Previous audit reports have commented on the fact that no control account is carried  
in the general ledger for m aterials and supplies. It is  suggested in view of the fact that 
the book records in the machinery room are  so designed as to provide a separate  control 
for the m aterials and supplies in each of the 42 storehouses, that as of July 1, 1950, sep­
arate control accounts be se t up in the general ledger for three or four of the storehouses 
and gradually increase the number of control accounts until all 42 have been provided.
Contracts - Low Bid Rejected: Four contracts were awarded to other than the low 
bidder. A bid of $7,010.40 by one bidder was rejected because of a variance in the 
point of delivery of steel. The specifications required delivery at s ites of construction. 
The bidder had specified delivery F.O . B. cars  destination. Contract was awarded to the 
second lowest bidder for $7,212.80.
Another bid of $23, 295. 60 by the same Company was rejected  for the sam e reason 
as above. Contract was awarded to the second lowest bidder for $25,110. 00.
A bid by another company of $9,354. 23 was rejected at the b idder's request who 
stated that he had misunderstood certain  requirem ents in the specifications. Contract 
was awarded to the second lowest bidder for $17,763.00.
A bid of $72,485.00 on another project was rejected because of a variance in worded 
unit price of an item and the figured unit p rice . The extension was made using the worded 
unit price while the bidder stated his intention to be the figured unit price. Contract was 
awarded to the second lowest bidder for $74,031. 10.
Contract - Tie Bid: Two contractors submitted the sam e bid for a project. Since the 
work was such that either contractor could do equally well both were summoned to the 
office of the Commissioner and in his presence tossed a  coin to see which company would 
be awarded the contract.
Contracts - Liquidated Damages Assessed: It was noted that in the case of contract 
#4172 for highway and bridge construction in B rain tree which contract provided that work 
be completed by July 1, 1949, that it was approved as of October 1, 1949 and that liqui­
dated damages of $2,333.09 were assessed . Contract #4335 for highways reconstruction 
in Leicester provided for the work to be completed by November 1, .1949 but work was 
not approved as being completed until December 15, 1949 and liquidated damages for 
$192.00 were assessed.
Bond Issue of $100,000,000.00 for an Accelerated Highway Program : Chapter 306 
of the Acts of 1949 approved and effective May 18, 1949 provided for a bond issue of 
$100,000,000.00 and of this amount $92,000,000.00 was available to the Department of 
Public Works and $8,000,000.00 was available to the Metropolitan D istrict Commission,
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The $92,000,000.00 available for the Department of Public Works was allocated by 
said Chapter 306 as follows:
Section 5. $37,000,000.00 for p ro jects to be constructed in the a rea  se t forth in the 
"M aster Highway Plan for the Boston Metropolitan Area. "
Section 6. $53,000,000.00 for pro jects to be constructed in the a rea  se t forth in 
"The Report on M assachusetts State Highway Needs, Exclusive of Metropolitan Boston," 
established and defined in Exhibit A of House Document No. 1767 (1948) and for traffic 
studies in the urban a reas and for studies to determ ine the feasibility of revenue produc­
ing facilities. Not less than $5,000,000.00 of the total sum is to be expended in each of 
the four following d istric ts:
Area 1. West of the Connecticut River
Area 2. Between the Connecticut Rtver and easterly  boundary 
of W orcester County
A rea 3. Middlesex, Essex, and Norfolk County including route 128 
A rea 4. B risto l, Plymouth, B arnstable, Dukes and Nantucket
Counties
Section 7. $2,000,000.00 to be expended for traffic  safety devices on State highways 
and on roads constructed under the provisions of section 34 of Chapter 90 of the General 
Laws.
Section 12. This Section provides that detailed progress rep o rts shall be filed with 
the governor and with the clerk  of the house of represen tatives on December 31, 1949, 
June 30, 1950 and December 31, 1950, and a final report on or before July 31, 1951 re la­
tive to all p ro jects undertaken under the provisions of this act.
Section 13. This section provides that a ll contracts for p ro jects authorized by this 
act shall be entered into not la te r than June 30, 1951.
It was noted that on date of this audit none of the bonds authorized under Chapter 306 
of the Acts of 1949 had been issued.
The following is a sum m ary of expenditures and encum brances incurred under Chap­
te r  306 to May 12, 1950:
Metropolitan Area Pro jects 
P ro jects Outside Metropolitan 
Area:
Area #1 West of Connecticut
540 13
205 85
354 42
641 84
354 50
833 80 
________168 49
Total P ro jec ts  Outside M etro­
politan Area
Traffic Safety Division (Expendi­
tu res  and Encum brances to 
April 30, 1950 Plus Estim ated 
Encumbrances to May 12, 1950)
Total Bond Issue Expenditures 
and Encumbrances
River $ 602,
A rea #2 Between Connecticut 
River and easte rly  boundary 
of W orcester County 6,848,
Area #3 Middlesex, Essex and 
Norfolk Counties including 
route 128 21,517,
Area #4 B risto l, Plymouth, 
B arnstable, Dukes and 
Nantucket Counties 4,084,
A reas #1 through #4 not yet 
distributed 112,
Department Engineering and 
Traffic Studies 669,
Force Account - Weekly Labor 39,
$ 1,800,308 49
33,874,099 03
358,796 27 
$36,033,203 79
Sale of Land and Property: Previous audit rep o rts included a comment that a parcel 
of land on Nashua Street, Boston, was sold on May 20, 1941 for $100,000.00. The terms 
of the agreem ent called for a down payment of $6, 500.00, the balance to be paid in eleven 
equal payments of $8, 500.00 payable with in te rest at 4%. The down payment of $6,500.00 
was made but no further payments of principal o r in te rest have been recorded. A supple­
mental agreem ent was reached by both parties on November 16, 1943, which was approved 
by the Council on December 27, 1944. This supplemental agreem ent s ta tes  in part:
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».........That the further payments on the purchase price of said prem ises
as required by the term s of said agreem ent of May 20, 1941 shall be su s­
pended for the duration of the unlimited National Emergency as declared 
by the President of the United States on May 27, 1941......... "
At the Commission meeting April 20, 1948 the m atter of the agreem ent between the 
Department and the purchaser for the sale of a certain  parcel of land on the northerly 
side of Nashua Street, Boston, M assachusetts, dated May 20, 1941 was brought up, and 
it was voted to re fe r this m atter to the D irector of the Division of Waterways for a report.
The report was presented at a meeting of the Commission on November 23, 1948 and 
was as follows:
" .........On May 20, 1941 the Department agreed to se ll a part of the
Nashua Street parking space t o .........for $100,000.00; $6,500.00 to be
paid on delivery of the agreement and the balance in eleven equal annual 
Installments starting with May 1, 1942, plus In terest at 4 per cent. He 
states that on November 16, 1943 there was a supplementary agreement 
which provided that further payments beyond the $6, 500. 00 down payment 
were suspended for the 'duration of the National Emergency as declared 
by the President of the United States on May 27, 1941,'" and the 1941 
agreement was suspended until that date, but provided "that if it appears 
to the Department that the necessary  m ateria ls for the construction of
the building are  available said Department shall give notice to said .........
that on a date named in said notice said agreem ent of May 20, 1941 shall 
be in e ffec t."
"Voted, T h a t .........be notified that theagreem ent of May 20, 1941,
shall be in effect on January 2, 1949 under the above clause of the supple­
mentary agreement of November 16, 1943, as confirmed in the supple­
mentary agreement of October 11, 1944, subject to the readjustm ent of 
the a rea  to be sold in the agreem ents of October 11, 1944 and June 5,
1945."
The following is  a copy of a le tte r to the purchaser from  the Secretary of the Com­
mission:
November 23, 1948
Dear Sir:
This is to inform you that the agreem ent of May 20, 1941 between you 
and this Department, on the m atter of the purchase of a portion of the 
Nashua Street, parking space, shall be in effect on January 2, 1949, under 
the clause of the supplementary agreement of November 16, 1943 - "that 
if it appears to the Department that the necessary  m ateria ls for the con­
struction of the building a re  available said Department shall give notice to
s a id .........that on a date named in said notice said agreem ent of May 20,
1941 shall be in e ffe c t........." - as confirmed in the supplementary ag ree­
ment of October 11, 1944, subject to the readjustm ent of the a rea  to be 
sold in the agreem ents of October 11, 1944 and June 5, 1945. In the opin­
ion of this Department m ateria ls for the construction of the building are  
now available.
Yours truly,
Req. Mail
/ s /
Secretary
It was noted that to May 12, 1950 no further payments had been made and it was un­
derstood that because of certain  legal complication the m atter is now under consideration 
by the Board of Commissioners.
It was also noted that effective as of May 1, 1950 the departm ent issued a revocable 
permit to another individual to use this a rea  under certain  conditions as a  parking lot 
evenings, Sundays and holidays, for a fee of 10% of the g ro ss  receip ts.
It was further noted that when this land was sold in 1941 it was the property of the 
Division of Waterways but that now it is considered as relating to the Department of Pub­
lic Works and not to the Division of Waterways.
Division of Waterways
Books of Account: The previous audit rep o rt stated that the books and accounts had
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not been kept curren t and noted that no postings had been made to the general ledger 
since June 30, 1945 and annual financial reports had not been compiled since that date.
It was noted that as of May 12, 1950 the date of this audit the general ledger still had not 
been posted since June 30, 1945, but it was understood that the financial reports had been 
prepared for the fiscal years of 1946, 1947 and 1948 and it was further noted that the r e ­
port for the fiscal year of 1949 had also been compiled. The question of posting the gen­
e ra l ledger was discussed with the head adm inistrative clerk  who stated that every effort 
will be made to bring it up to date.
Delinquent Billings: Previous audit reports have commented on the fact that on the 
dates of the respective audits, billings for use of p ier facilities and license charges, were 
not being made currently  and in many instances were months late.
It was noted that on May 12, 1950 all item s for which bills had not been rendered on 
March 15, 1949 had been cleared  with the exception of 3 item s; a /c  New Bedford Pier 
totaling $297.97 and 4 item s a /c  License Charges for Tidewater Displacement at $1.00 
each or a total of $4.00.
On May 12, 1950 bills appeared to have been rendered on all charges accruing during 
the period under audit except 7 item s a /c  New Bedford P ier totaling $325.72 and these 
were billed by May 22, 1950.
From  the foregoing it would appear that considerable improvement has been made 
in getting out the b ills promptly.
Accounts Receivable: Previous audit reports noted the delay in transmitting to the 
Attorney General overdile accounts receivable and have contained recommendations that 
a ll accounts over one year old be tran sferred  to a suspense accounts receivable account 
and given to the Attorney General for collection. This recommendation has not been a- 
dopted, consequently attention is again called to it, as the same condition was found to 
exist on May 12, 1950, the date of this audit. On this date it was noted that 114 accounts 
totaling $5, 532.40 were being carried  in the active accounts receivable although the 
charges were incurred  during the 1947 and previous years as follows:
Year Number of Accounts Amounting to
1947
1946
1945
1944 and prior
40
34
5
35
114
$2,321 75 
1,459 57 
6 00 
1,745 08
$5,532 40
Gloucester F ish  P ie r: Under date of February 26, 1937 the Commonwealth of Mass­
achusetts acting by its Department of Public Works in accordance with the privisions of 
Chapter 311 of the Acts of 1931, Chapter 303 of the Acts of 1936 as amended by Chapter 
29 of the Acts of 1937 and Chapter 91 of the General Laws leased to Gloucester Commun­
ity P ie r Association, In c ., the Gloucester Fish P ie r with certain buildings to be erected 
thereon at an annual rental of $20,000.00, lease to run for 20 years. Under date of Oc­
tober 10 1945 lease was extended for a 20-year period to end September 30, 1969, and 
ren t was increased to $25,000.00 annually to be paid quarterly beginning October 1, 1949.
Under the provisions of Chapter 653 of the Acts of 1945 as amended by Chapter 663 
of the Acts of 1947, the Department of Public Works was authorized to expend not more 
than $350 000.00 to make certain additions to the building and its equipment located on 
the Gloucester Fish P ie r provided that f irs t the Department shall execute an agreement 
with the Gloucester Community P ie r Association, In c ., to repay to the Commonwealth the 
cost of such work in 20 equal annual payments, the f irs t payment to be made on the date 
of completion of said work. Such an agreement was made under date of October 10, 1945 
and amended under date of September 3, 1947. The work under this project was com- 
“ eted o n M e m b e r  19, 1949 at a cost of $349,479. 34 and the f irs t payment of $17 473 7 
was received on January 31, 1950 and the last payment will be due on December 19, 1968.
Leases Between Commonwealth of M assachusetts and the Fall River Line P ie r, Inc .: 
RV authority of Chapter 665 of the Acts of 1945 and Chapter 308 of the Acts of 1947 a 
lease was made f o / a  term  of 20 years from May 17, 1948 for a total rent of 
$1,000,000.00 divided yearly as follows:
$22,000 00 yearly
24.000 00 "
30.000 00 "
F irs t 2 years 
3rd year 
4th year
$ 44.000 00
24.000 00
30.000 00
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$38,000 00 yearly 5th year $ 38,000 00
46,000 00 " 6th year 46,000 00
51,000 00 " 7th and 8th year 102,000 00
50,000 00 " 9th to 14th year 300,000 00
55,000 00 " 15th year 55,000 00
63,000 00 " 16th year 63,000 00
70,000 00 " 17th year 70,000 00
76,000 00 " 18th, 19th and 20th year 228,000 00
TOTAL $1,000,000 00
Said yearly rental shall be paid in equal quarterly  payments as follows: to wit, the 
first quarterly payment to be made three (3) months following the day and year written 
above and subsequent payments thereafter on corresponding date of every third month in 
each and every year during said term .
Cape Cod Canal P ie r: Chapter 554 of the Acts of 1948 approved June 11, 1948 auth­
orized the use of this p ier by the M assachusetts M aritim e Academy and Section 1 of said 
Chapter 554 reads as follows:
"The board of com m issioners of the M assachusetts M aritim e Academy 
is hereby authorized to use the state  pier on the Cape Cod canal in Buz­
zards Bay, in addition to the property form erly  used for the purposes of 
the state teachers college in B arnstable, in carrying out the duties im ­
posed upon it by law. Said board shall have control of said state  pier 
property while it is used for the purpose aforesaid. "
Following the passage of this act no further appropriations were made to the Depart­
ment of Public Works for the Cape Cod Canal P ie r.
REGISTRY OF MOTOR VEHICLES REPORT No. 2621
Refunds of Fees Account of Applications for Licenses to Operate Motor Vehicles: 
Previous audit reports stated:
"At present applicants file applications, together with the fee of 
$6.00, with the exam iner at the examination point. The $6.00 covers 
the examination fee of $2.00 and the license fee of $4.00 covering two 
years. Should the applicant pass the examination, he receives a tem - 
porarylicense and a perm anent license is  m ailed to him la te r. If the 
applicant fails in his examination, the license fee of $4.00 is  refunded 
to him in cash by the exam iner. The sam e arrangem ent applies in r e ­
examinations, except that the re-exam ination fee is  $1.00, so that the 
applicant deposits $5. 00 instead of $6.00. It is again recommended 
that the C om ptroller's Bureau review the routine of handling examina­
tion fees and provide some method that will elim inate the p resent p rac ­
tice of refunds being made by the ex am in ers ."
Since no action has been taken, the recommendation is again repeated.
Reconciliation of Income at the Branch Offices: Schedule No. VI indicates overages 
and shortages found at the branch offices when the individual branches were visited. It 
is again suggested that a ll overages and shortages be turned in to the Boston office when 
they occur. A shortage of $11. 50 at the Lawrence Branch was the re su lt of a tran sfe r of 
$11. 50 income cash to the Petty Cash Advance Fund.
Reconciliation of Advance Money at the Branch Offices: No advance money was found 
at any branch office when the individual branches were v isited in connection with the cu r­
rent examination, since all advances had been returned to the Boston office June 30, 1949, 
and had not been replaced for the 1950 Fiscal Year.
Reconciliation of Earnings and Deposits - Branch Offices: The section of Schedule 
No. VHI showing the reconciliation of overages and shortages between earnings and de­
posits as per the general cash book in the cash ie r 's  office, Boston, indicates total over­
ages of $247. 50 and total shortages of $57.00 on July 5, 1949. (See notation on Oak Bluffs 
overage of $239. 50.)
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Bad Checks: It Is the policy of the Registry to clear bad checks through the Cash­
ie r 's  Office. Cash is taken from  the Petty  Cash Advance Fund to cover bad checks, and 
is  returned to the Fund when the checks a re  made good. Bad checks a re  listed and for­
warded to the Correspondence Section for collection.
It was noted on July 5, 1949 that there  were a few bad checks dating back to 1946 and 
1947, and several bearing dates in 1948. It is  suggested that the amounts due on these 
checks be collected, and that future collections on a ll bad checks be kept current. If it 
is  determ ined that collection of a  certain  check or checks cannot possibly be made, the 
amount of such checks should be tran sferred  from  the "bad check category" to a "loss on 
bad checks" category in the C ash ier's  Petty Cash Fund.
Analysis of Cash Sheets - C ash ier's  Office: It is believed that the form used to r e ­
cord the analysis of cash sheets could be sim plified, particu larly  through the elimination 
of unnecessary columns. In th is connection it is suggested that en tries in the m iscellan­
eous column of the analysis sheet be lim ited to $50.00 fees received from auto light man­
ufactures, $15.00 fees received from  companies or persons manufacturing, buying, or 
selling rebuilt engines and m otors, and for postage received.
The analysis sheet reco rds a re  a very necessary  and im portant part of the Registry 
of Motor Vehicles accounting system , as the figures compiled on these sheets a re  used 
for purposes of verification of all cash received for fees by the R egistry , at the several 
branch offices and in Boston.
C ash ier's  Office - Over and Short Account: The previous audit report contained the 
following comment:
"On April 15, 1948 the over and short account in the cash ie r 's  office 
had a net overage balance of $661.84. This overage is  not included in 
the $2,000.00 advance fund which includes, cash shortages totaling 
$1,403.45. The shortages were made up from  the advance money in order 
to facilitate the handling of income cash reco rds. These overages and 
shortages have accumulated over several years.
"It is suggested that the overage balance in the over and short account 
be tran sferred  to the $2,000.00 advance fund, so that only a  net shortage 
balance will be shown in this account. "
During the period under audit an overage of $696.49 was tran sferred  to the $2,000.00 ad­
vance fund.
Cash Overages and Shortages: It is suggested that an appropriation be obtained by the 
R eg istra r of Motor Vehicles to clear the loss indicated by the net shortage as shown by 
the reco rds. The over and short totals a re  the resu lt of several y ears of handling fees in 
the Branches and in the Boston office, and the cashing of pay ro ll checks and pay ro ll ad­
vance slips in the office of the cash ier.
The las t previous tim e that re lie f was obtained for clearance of item s of this type was 
in 1939.
Tem porary Branches: Tem porary branches in Taunton, Southbridge, and Plymouth 
were in operation during the busy reg istra tion  period of 1948-1949. Twenty-four branches 
including the tem porary branches were in operation during the sam e period.
Southbridge Branch - Overage: An overage of $23. 50 appeared on the records of the 
Boston office after this tem porary office had completed its business for 1949. The over­
age resu lted  from  the deposit of petty cash funds as earnings. An advance of petty cash 
had been received from  the W orcester office.
The overage was finally cleared  when the State T reasu re r drew a check for $23. 50, 
charging the Highway Fund. The check was forwarded to the W orcester Branch of the 
R egistry of Motor Vehicles as an adjustm ent.
Duplicate C ertificates and Duplicate L icenses: Fees for duplicate certificates and 
duplicate licenses totaled $49,823.00 for the 1948 year. The p resen t system  of recording 
these two item s, including the filing of applications makes it hardly possible to verify the 
income. It is  again suggested that the Com ptroller be contacted relative to improving the 
p resen t system .
Applications M issing from  the F iles: Previous audit rep o rts  have made reference to 
applications m issing from  the file s , and suggestions have been made that special printed
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forms be inserted in the place of applications removed from  the files.
Certain information is taken from  reg istra tion  applications on file and forwarded to 
the Commissioner of Corporations and Taxation by the R egistrar of Motor Vehicles. This 
information is necessary for the purpose of assessing  yearly excise taxes on pleasure 
cars.
It is  vitally important that all applications be kept on file, o r that a special form  be 
inserted to indicate the location of the application if taken out of the files. No re g is tra ­
tion application should be removed from the files without proper authorization from  a 
section head.
Applications on File - "No Fee": It is once again suggested that all applications upon 
which a notation "No Fee" has been entered be initialed by the person granting sam e. It 
is also recommended again that the reason for the non-payment of fee be entered on the 
application, or attached thereto.
Advance Money - Chief Accountant: The last three  audit reports contained the fol­
lowing:
"It is recommended that the C om ptroller's Bureau be contacted re la ­
tive to the installation of a cash book to reco rd  receip ts and d isburse­
ments of advance money in the office of the Chief Accountant."
This suggestion has been followed and a cash book has been installed.
Licenses to Buy, Sell and Manufacture So-Called Renewed, Rebuilt or Reconstructed 
Automobile Engines and P a rts : Chapter 321, Acts of 1949 provided for the immediate 
licensing and regulating of the types of business re fe rred  to therein. A license fee of 
$15.00 is charged annually by the R egistra r, and covers a period of one year from the 
date of the license.
At the date of this audit, a mimeographed form  of license was being used. It is  sug­
gested that printed serially  numbered license form s be obtained for use in the future.
Bus Fees - School B usses: In view of the fact that school busses used exclusively 
under contract for the transportation  of school children may be reg is te red  for a fee of 
only $2.00, it is suggested that each application for reg is tra tion  of a  school bus should be 
accompanied by a  sworn statem ent to the effect that the bus will be used only for the pur­
poses of transporting children to and from  school, and for transporting persons to and 
from church and Sunday school se rv ices. It is  also believed that a contract entered into 
by the applicant for such transporting purposes should also be produced by the reg is tran t. 
A notation should appear on the application to the effect that the contract had been seen, 
and initials of the person ndaking the notation should also appear thereon.
Cashier's Office - Rebates and Refunds Advance Funds: The previous audit report 
stated:
"It is suggested that the C om ptroller's Bureau should be contacted 
relative to the installation of a cash book in which to reco rd  the r e ­
ceipts and disbursem ents of the Fund. "
This has not yet been done and the suggestion is  therefore repeated. About 
$150,000.00 passed through this account during the previous calendar year, and it would 
appear that the amount is  sufficiently large  to w arrant the use of a cash book in which to 
record advances received, and total disbursem ents by schedule num ber, with monthly 
balancing. Inclusive check num bers should be entered as applying to each respective 
schedule and individual receip ts or disbursem ents should also be entered. Such a cash 
book would bring all activities of this fund into a single record .
Number P lates - Manufacture and Distribution: The Registry reco rd  of plates r e ­
ceived from State P rison  for use in the 1949 year indicated many m issing p lates, some 
duplicates and many plates poorly painted, which had to be returned for repainting. The 
delivery of plates was so far behind schedule that original assignm ents had to be broken 
up, and 84 tran sfers  involving 124,000 plates were made between branches. Much over­
time, confusion, and expense resulted  from  these e r ro rs .
Split Cash Sheets: All fees collected a re  recorded daily on seria lly  numbered cash 
sheets twenty-five num bers to a sheet. The se ria l num bers and the calendar year are  
printed on all cash sheets. These se ria l numbers a re  assigned to the various branches
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each year and thus provide the bookkeeping division with a control over income. An ex­
amination of the cash sheets for the year 1948 disclosed that seven branch offices em­
ployed the printed serially  numbered sheets all the tim e whereas the other fourteen 
branch offices recorded the se ria l numbers manually on split sheets only. The term  
"split sheet" is  applied to describe cash sheets not fully used as the total number of fees 
collected for any business day ra re ly  end in a multiple of twenty-five. The fourteen of­
fices use the entire  printed cash sheet to rep o rt fees numbering less  than twenty-five and 
then manually number a blank cash sheet for the next day's business for the unused serial 
num bers appearing on the printed cash sheet for the previous business day. However, 
the remaining seven offices cut the cash sheet immediately at the point that the last fee 
is  recorded and send in only the portion of the cash sheet having fees recorded. The em­
ployment of blank cash sheets defeats the purpose of the printed serially  numbered cash 
sheets which is  to furnish a control at a ll tim es. A uniform system  throughout all the 
branches should be put into effect.
STATE AIRPORT MANAGEMENT BOARD REPORT No. 2698
Logan A irport, State A irport Management Board: Chapter 637 of the Acts of 1948 
created  the State A irport Management Board with general supervisory powers over all 
State-owned a irp o rts , including the adoption and carrying out of sound business manage­
ment policies in the management and operation of such a irp o rts . Under this act, charges 
and ren ta ls  for the use and occupancy of a irp o rt a reas and facilities are subject to the 
approval of the Board. Also, a ll contracts and obligations of the Massachusetts Aero­
nautics Commission pertaining to the acquisition, construction, maintenance, and opera­
tion of Hanscom Field, and all contracts and obligations of the Department of Public 
Works pertaining to the maintenance and operation of Logan Airport are now to be per­
form ed by the Com m issioner of A irport Management.
Logan A irport, Sale of Aviation Fuel as a Source of Income: The previous audit re ­
port stated that Section 3 of Chapter 637 of the Acts of 1948 had not been complied with 
by the State A irport Management Board.
Said section read s as follows:
" .........Subject to the provisions of this section, the commissioner
shall establish for each state-owned a irpo rt a schedule of fees for use 
of landing a rea s by a irc ra ft for each take-off, based on the weight and 
other field and flight operations requirem ents for each individual a ir ­
c raft o r c lass  of a irc ra ft, and schedules of a irc raft parking or tie-down 
fees, and other charges including those for the sale or distribution of 
gasoline o r other aviation fuels, oil, and other a rticles and supplies on 
lands acquired or held for state  a irp o rt purposes, and may establish 
schedules of other fees, charges, and ren ta ls for the use and occupancy 
of a irp o rt a rea s or facilities, as he may deem n ecessa ry ."
The following sum m arzies the m inutes of the meetings of the State Airport Manage­
ment Board from  April 25, 1949 to March 16, 1950 with reference to the subject of the 
sa le  of Aviation Fuel as an additional source of revenue to the Commonwealth:
April 29, 1949 - Voted: "That the Commissioner be authorized to pro­
ceed with negotiations for renta l of space and facilities by oil companies 
on such term s as he is  ready to recommend to the board for approval."
July 22, 1949 -  Voted: "That the Chair be authorized to appoint a com­
m ittee of three board m em bers to study the proposed regulation relative 
to gasoline and oil charges at Logan Airport and to report at the next 
meeting. "
August 19, 1949 - Voted: "Consideration of the proposed regulation re la ­
tive to gasoline and oil charges at Logan A irport was postponed. "
November 8, 1949 - Voted: "The following regulations establishing charges 
for sale and distribution of gasoline or other aviation fuels at General Ed­
ward Lawrence Logan A irport were approved and are  to be executed effec­
tive 12:01 A .M ., January 1, 1950:
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Truck
Designation
Gross Registration 
Weight - Pounds
Charges per Day or 
Fraction of a Day
Charges per Mo. 
(Flat Rate)
Class I 0 - 28,000
Class II 28,001 - 35,000
Class HI 35,001 - 45,000
Class IV 45,001 - 55,000
Class V 55,001 - or over
$15 00 $300 00
20 00 390 00
25 00 420 00
30 00 600 00
35 00 660 00
Payments to be made in advance and perm its will be issued to enter 
designated areas for servicing a irc raft. "
December 19, 1949 - Voted: ’’The charges established November 8, 1949 
for the sale of gasoline were revoked and the following were approved:
Truck Gross Registration Charges per Day or Charges per Mo.
Designation Weight - Pounds Fraction of a Day (Flat Rate)
Class I 0 - 3,500 $ 1 50 $ 37 50
Class H 3,501 - 7,000 3 00 75 00
Class HI 7,001 - 28,000 11 00 300 00
Class IV 28,001 - 35,000 14 00 390 00
Class V 35,001 - 45,000 15 00 420 00
Class VI 45,001 - 55,000 22 00 600 00
Class VH 55,001 - or over 25 00 660 00
March 16, 1950 - Voted: ’’Effective 12:01 A .M ., April 1, 1950, regu­
lations establishing charges for the sale and distribution of gasoline and 
other aviation fuels at Logan A irport be rescinded. ”
Effective April 1, 1950 at 12:01 A.M . the following was approved:
THE COMMONWEALTH OF MASSACHUSETTS 
STATE AIRPORT MANAGEMENT BOARD 
LOGAN INTERNATIONAL AIRPORT 
EAST BOSTON 28, MASS.
REGULATIONS ESTABLISHING CHARGES FOR THE SALE AND DISTRIBUTION 
OF GASOLINE AND OTHER AVIATION FUELS AT THE GENERAL EDWARD 
LAWRENCE LOGAN AIRPORT BY THE COMMISSIONER OF AIRPORT MANAGE­
MENT AND THE STATE AIRPORT MANAGEMENT BOARD, PURSUANT TO THE 
PROVISIONS OF CHAPTER 637, OF THE ACTS OF 1948
1. For each a irc raft using the portion of the ram p and apron a rea  designated by
the Commissioner for the sa le, distribution and other handling of gasoline, 
oil and other aviation fuels, the following charges a re  hereby established:
(a) Five cents (5?) per thousand (1000) pounds maximum take-off weight,
or m ajor fraction thereof. Such charge will cover such use of said 
ram p and apron a rea  for one (1) hour.
(b) For each additional th irty  (30) minutes, or major fraction thereof,
during which said a irc raft occupies said ram p and apron a rea  for 
the purpose of fueling, two dollars and fifty cents ($2. 50).
2. The charges herein established shall not apply to any a irc ra ft, the owner of
which has otherwise provided for the payment of charges for the use of 
said ram p and apron a rea  for fueling purposes, through separate agree­
ment with the State Airport Management Board.
3. These regulations shall become effective at 12:01 A. M ., April 1, 1950 and
shall continue in effect until amended, rescinded or superseded.
4. Any prior ru les and regulations and schedule of charges inconsistent with
these regulations a re  hereby rescinded.
STATE AIRPORT MANAGEMENT BOARD
_________ Joseph J. Mulhern_________¿s/_ / s /  Edward H. McGrath
Chairman Commissioner of Airport
_________ J. Reed Morss____________ / s /  Management
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George A. McLaughlin / s /
Arthur D. Cronin / s /
Philip M. Morgan / s /
Approved by Board:
March 16, 1950
It was noted that from  January 1, 1950 to March 31, 1950 the period during which 
charges were based on truck weight only Northeast A irlines had been billed. This com­
pany paid to the Logan A irport $1, 590.00 on account of gasoline charges. No other a ir­
line o r operator was billed during the period under examination. However, it is under­
stood that Inter City Aviation, In c ., was billed since the audit date.
It was stated that the other organizations using aviation gasoline were not billed be­
cause they were of the opinion that these charges were unwarranted. It is  recommended 
that all organizations using or having used aviation gasoline on Logan Airport be billed at 
the ra te s  established by the Board.
Logan A irport, Ground Transportation: The m atter of charging taxicabs for the priv­
ilege of entering the a irp o rt has been under discussion by the State Airport Management 
Board ever since the inception of the Board. However, at the date of audit this subject 
was s till  being studied; and no d irective for these charges had been issued.
Logan A irport, Vending Machines: It was noted that the reports from the various 
vending machine companies a re  apparently not confirmed by employees of the airport.
When m erchandise is placed in the various machines or receipts removed, the vending 
machine companies' agents a re  unaccompanied by a irport employees. It is suggested that 
the agents be accompanied by employees of the a irpo rt when receipts are removed.
Logan A irport, Weekly Labor Pay Roll: It was seen in checking the time cards 
against the'summary cards that in many instances the hours punched on the time cards did 
not agree with the number of hours listed on the summary pay ro ll cards. These vari­
ances were noted in the forem an 's tim e reports which are  the basis for the postings to the 
weekly sum m ary cards. It is  recommended that the time cards show all authorized time 
off for which compensation is  authorized.
Logan A irport, Parking Lot: In checking the parking ticket book it was noted that 57 
ticket num bers were not recorded as having been returned during December 1949, January 
and p a rt of February 1950. It was further noted that in several instances numbers were 
checked in for having been returned twice.
The following recommendations a re  made to facilitate the accounting of these parking 
tick e ts :
1. The parking ticket number book should be maintained in numerical
sequence at all tim es.
2. When a number is checked off and it appears that this particular
number has been previously checked off, steps should be im ­
m ediately taken to ascertain  the cause of the discrepancy.
3. Examination should be made monthly of the ticket listing book to
verify that all tickets turned in have been checked. The r e ­
maining tickets may be accounted for as follows:
a. Tickets charged against cars s till in the parking lot.
b. Unused tickets held by the attendants.
Logan A irport, M aterials and Supplies: It was noted that the unit cost of the various 
item s in the stock ledger were not maintained in conformance with the C om ptroller's Bu­
reau  Accounting Manual.
It was fu rther noted that there appeared a net overage of $116. 96 between the physical 
Inventory as of the date of audit, and the stock ledger record . Several adjustments had to 
be made in the records before it could be determined whether the ledger balances were 
co rrec t. It is  suggested that all purchases and requisitions be posted to the stock ledger 
currently .
Logan A irport, Unpaid Account: It was noted that an unpaid accounts receivable 
charge of $2,258.74 appeared on the a irp o rt's  records as being due from  the Massachu­
setts National Guard. This amount represen ts water charges from  January 8, 1943 through 
October 2 1947. The National Guard in this period did not occupy the building as it was
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in the Federal Service. Since this charge is apparently not owed by the M assachusetts 
National Guard, it is  suggested that steps be taken to get advice from  the Attorney Gen­
eral relative to its disposition. The building in this period had been a t one time or an­
other occupied by three  different tenants.
Logan A irport, General: It was noted that the receip ts for the fiscal year 1949 were 
$382,772. 91, while the cash payments for the same period were $400,090. 68. This 
would indicate that the a irp o rt 's  expenditures exceeded its rece ip ts by only $17,317. 77.
It is noted, however, that the following expenditures were paid out of the Commonwealth's 
General Fund in behalf of this a irport:
Bond Interest Paid in Fiscal Year 1949 $ 287,281 77
Bonds Redeemed in Fiscal Year 1949 2,610,000 00
$2,897,281 77
Hanscom Field, M aterials and Supplies: The storeroom  at this a irp o rt contains 
many items used for maintenance purposes. There is no stock ledger maintained at this 
field to control these item s. Since these supplies a re  purchased with funds provided by 
the appropriation, it is again advised that an inventory be taken and a  stock ledger in­
stalled.
Hanscom Field, Vending Machines: Many of the lessees at this a irp o rt have p e r­
mitted vending machines to be installed on their leased p rem ises, although their leases 
and permits do not indicate any provisions relative to this m atter, so that the Common­
wealth derives no income therefrom.
In this connection it was noted that a survey of the locations of all vending machines 
on the airport has been made by the a irport m anager's office. The re su lt of this survey 
will be used later in connection with the negotiating of all future leases and perm its so 
that some income may be derived by the Commonwealth.
Hanscom Field, East Coast Aviation Corporation: The previous audit report stated:
"It was noted that one building rented to the East Coast Aviation Cor­
poration for the purpose of selling aviation products is  also being used 
to seU items such as television se ts , washing machines, radios, house­
hold equipment and various miscellaneous item s not connected with the 
aviation industry. This is contrary to the term s of their lease.
"It is also understood that the East Coast Aviation Corporation uses 
the prem ises for repairing automobiles belonging to private owners.
There is no authority given by their lease to do this w ork ."
It was again noted that the sam e situation is  still in existence. The State A irport 
Management Board was advised of this m atter, but to date apparently has not taken steps 
to change the situation.
It was further noted that there  is an outstanding balance due from this corporation of 
$8,936. 50. Of this amount $6,255.55 represen ts a 1949 invoice. This corporation is 
still in business and is occupyirg all its leased space at this a irpo rt. The officers of the 
corporation indicated to the a irpo rt manager that the non-payment is due to the fact that 
a sizeable sum of money is due them from the Federal Government in connection with the 
corporation's schooling of veterans; and that when they receive this money the ren t will 
be paid to the a irport.
The wisdom of allowing a lessee  to occupy space without making payments for rent 
as the payments a re  due is  seriously questioned. Steps should be taken to arrange im ­
mediate liquidation of this unpaid balance.
Hanscom Field, Accounts Receivable: It was noted that three  accounts receivable 
have remained unpaid for over one year. It is  recommended that these accounts be fo r­
warded to the Attorney General for disposition, and that a Suspense Accounts Receivable 
account be opened in the General Ledger in compliance with the Accounting Manual p re ­
pared by the C om ptroller's Bureau.
Hanscom Field, Income from  Per Cent of Sales of L essees: It was noted that there 
are three tenants who pay ren t on a basis of prearranged fixed percentages of monthly 
sales. The manner of payment to the a irpo rt has been by bank check. A notation of the 
check further indicates that it is for a percentage of the sa les . The checks a re , however 
aiot accompanied by any statem ents showing detailed totals of sa les . It is recommended' '
128 P. D. 6
that the lessees be advised to send statem ents showing total sa les.
Hanscom Field, Landing Fees: A review of the landing log showed that on July 26, 
1949 a DC-4 number N90445 of the American Airlines landed at this a irport. This a ir ­
plane weighed 62,000 pounds for which a fee of $15. 50 should have been charged. No 
record  of this billing could be found. It is  advised that a proper b ill be sent for this land­
ing. It is further recommended that precautions be taken so that this type of omission 
will not occur in the future.
YOUTH SERVICE BOARD
General Department REPORT No. 2656
Storeroom at Lyman School in Westborough: On June 30, 1949, all items in the stock 
ledger were adjusted in agreement with the actual physical inventory taken by employees 
of the board. A complete inventory was taken on November 17, 1949, approximately four 
and a half months la te r, and shortages of $220.77 and overages of $388. 25 were noted.
A large part of these differences was due to confusion in posting boys' suits and sport 
coats which were not accurately entered in the stock ledger. Some of the differences as
noted follow: Overages Shortages
Shoes 12 pairs
Mackinaws 2
Dungarees 2
Pajam as 2 pairs
Belts 4
Combs 39
Gloves 2 pairs
Handkerchiefs 7
Ties 6
Socks 13 pairs
Suitcases 2
Toothpaste 12
Polo Shirts 2
Farm  Pacs 2 pairs
Leather Jacket 1
Shirts and Shorts 9 pairs
It is understood that the Board officials a re  working on some arrangement which will 
involve the abandoning of the present storehouse and which will include some other facili­
ties for the outfitting of the boys with necessary  clothing.
General Bookkeeping: It was noted that no monthly financial reports have been com­
piled since July 1949.
Special Bank Account - Boys' Parole Branch: A fund of $1,000.00 was set up to re ­
im burse male wards for irreg u laritie s  which occurred in their respective savings ac­
counts during the 1943 and 1944 years. Payments from this fund totaled $947. 95 leaving 
a balance of $52.05 in the account. During the period covered by this audit no claims 
were made against this fund.
Unpaid Wages - Female Wards: Wards of the G irls ' Branch are  som etim es placed 
in private homes as dom estics after an agreement is entered into with the employer pro­
viding for the rate  to be paid, etc. The cost of clothing is deducted from the total wages 
due and generally spending money is given directly to the g irl. The balance after these 
deductions is  sent to the G irls ' Branch for deposit in a bank account which is maintained 
for each ward. On November 17, 1949 there was due to the g irls  for net wages earned a 
total of $1,230. 62. This money has been outstanding for the following periods:
1 month $ 502 26
2 months 92 79
3 months 212 36
4 months 61 00
5 months 7 06
6 months 99 00
7 months 18 79
9 months 74 29
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Since 1947 
Since 1946 
Since 1941 
Since 1940
$ 56 04
11 06 
41 62 
54 35
$1, 230 62
The fundamental responsibility for the handling of the wards' accounts re s ts  with this 
board and it is questioned that sufficient efforts a re  being made to see that these accounts 
are collected currently. The last four item s in this lis t are  in the hands of the Attorney 
General for disposition. During the period under audit 19 accounts not listed  totaling 
$308.90 were charged off as uncollectible with the authority of the Attorney General.
Verification notices were sent to all these outstanding accounts but the m ajority of 
them were not acknowledged.
It is therefore recommended that whatever facilities of the Department of Labor and 
Industries, which are available, be utilized in conjunction with those of the Attorney Gen­
eral to see that these monies are properly collected.
Division of Juvenile Training: This Board took over many of the activ ities of the Di­
vision of Juvenile Training in the Department of Public Welfare on January 1, 1949 as 
provided by Chapter 310 of the Acts of 1948.
INDUSTRIAL SCHOOL FOR GIRLS REPORT No. 2731
Escrow Retirement Fund: The tr ia l balance of Escrow Retirem ent Fund did not re c ­
oncile with the cash balance on the date of audit. There was a difference of $1. 84 between 
these two balances.
Farm: The farm products sent to institution for table consumption and canning per 
farm report did not reconcile with the general ledger for the 1948 farm  year.
Inmates Receipt Books: Book No. 4262 which was used during this audit period was 
not available for auditing purposes.
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s t a t e  h o u sin g  b o a r d  a n d  l o c a l  h o u sin g  a u t h o r itie s
Audit of Housing Authorities: Chapter 682 of the Acts of 1949 provides as follows:
"SECTION 1. Section 26NN of chapter 121 of the General Laws, in­
se rted  by section 3 of chapter 200 of the acts of 1948, is hereby amended 
by inserting after subdivision (c) the following subdivision:-
(d) A housing authority which se lls bonds or notes to finance a 
project under authority of this section, or which has received funds 
from  a  city o r town under authority of chapter three hundred and 
seventy-two of the acts of nineteen hundred and forty-six  as amended, 
shall cause an audit to be made of its accounts annually at the close 
of a fiscal year by the department of the state auditor and a copy of 
the report of said audit shall be filed promptly with the board.
"SECTION 2. Section 8D of chapter 372 of the acts of 1946, inserted 
by section 4 of chapter 479 of the acts of 1947, is  hereby repealed."
This Act became effective on November 15, 1949 and audits of Local Housing Author 
ities were immediately initiated. Approximately ninety-four housing authorities became 
subject to audit by this departm ent, and from the date upon which this Act became effec­
tive until June 30, 1950, examinations of fifty-eight Local Housing Authorities were com­
pleted During the fiscal year 1951, all active housing authorities will be audited.
General- Individual copies of audit reports for the State Housing Board and all Local 
Housing Authorities have been submitted to His Excellency the Governor, the Lieutenant 
Governor, the P resident of the Senate, the Speaker of the House, the State Librarian, the 
Chairman of the State Housing Board, and the Senators, Representatives and all interested 
city officials and m em bers of Local Housing Authorities.
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Summary of Audits Completed: The following listed audits have been made since my last report to the 
legislature:
SCHEDULE OF HOUSING AUTHORITY AUDITS COMPLETED — FISCAL YEAR 1949-1950
Report
From To No.
STATE HOUSING BOARD Aug. 31, 1948 July 11, 1949 2633
LOCAL HOUSING AUTHORITIES.:
Agawam July 8, 1948 Dec. 31, 1949 H-3
Arlington Mar. 1, 1949 Feb. 28, 1950 H-21Athol Jan. 9, 1950 May 31, 1950 H-50Barnstable Sept. 14, 1949 Apr. 30, 1950 H-46
Belmont June 2, 1949 May 31, 1950 H-49Boston Dec. 31, 1946 Feb. 28, 1950 H-14Brockton Sept., 4, 1948 Dec. 31, 1949 H-6Brookline Dec. 30, 1948 Apr. 30, 1950 H-30Cambridge Aug. 19, 1947 Jan. 31, 1950 H-9Chelsea Nov. 16, 1948 Dec. 31, 1949 H-2Chicopee Oct. 24, 1949 Apr. 30, 1950 H-44Dalton Sept. 7, 1949 May 31, 1950 H-54Dedham Dec. 16, 1948 Feb. 28, 1950 H-5Easthampton Dec. 24, 1949 May 31, 1950 H-48Everett May 14, 1948 Feb. 28, 1950 H-15Fall River Oct. 11, 1948 Feb. 28, 1950 H-17Falmouth Aug. 2, 1949 May 31, 1950 H-58Framingham May 17, 1946 Feb. 28, 1950 H-16Franklin' May 17, 1949 May 31, 1950 H-53Gardner Feb. 1, 1950 May 31, 1950 H-57Gloucester Mar. 3, 1949 Jan. 31, 1950 H-10Greenfield Mar. 1, 1949 Apr. 30, 1950 H-33Holyoke July 1, 1949 Mar. 31, 1950 H-24Lawrence Mar. 16, 1949 Feb. 28, 1950 H-18Leominster Apr. 12, 1949 May 31, 1950 H-47Lowell July 18, 1949 May 31, 1950 H-40Lynn Feb. 22, 1949 Apr. 30, 1950 H-35Malden Feb. 7, 1949 Mar. 31, 1950 H-26Marblehead Apr. 22, 1949 Apr. 30, 1950 H-42Mattapoisett May 10, 1949 Apr. 30, 1950 H-38Medford Nov. 1, 1948 Apr. 30, 1950 H-37Middleborough July 21, 1948 Dec. 31, 1949 H-4Milford Feb. 25, 1949 Jan. 31, 1950 H-7Millbury Apr. 11, 1950 Apr. 30, 1950 H-51Montague Apr. 18, 1949 Feb. 28, 1950 H-19Nahant July 5, 1949 May 31, 1950 H-55New Bedford Feb. 24, 1949 Mar. 31, 1950 H-25North Adams Oct. 13, 1949 Apr. 30, 1950 H-34Northampton May 2, 1949 Feb. 28, 1950 H-20North Attleboro Dec. 23, 1949 Apr. 30, 1950 H-45Northbridge Oct. 10, 1949 Apr. 30, 1950 H-41Pittsfield J uly 8, 1948 Mar. 31, 1950 H-31Plymouth Sept. 2, 1949 May 31, 1950 H-39Salem Feb. 28, 1948 Nov. 16, 1949 H-lSomerville Feb. 15, 1948 Mar. 31, 1950 H-23Springfield Aug. 15, 1947 Jan. 31, 1950 H-8Taunton June, 14, 1948 Jan. 31, 1950 H-llUxbridge Apr. 5, 1949 Mar. 31, 1950 H-28Waltham Dec. 30, 1948 Mar. 31, 1950 H-27Watertown Feb. 23, 1949 Mar. 31, 1950 H-29Webster Nov. 29, 1949 Apr. 30, 1950 H-52Westborough J une 30, 1949 Apr. 30, 1950 H-32Westfield July 19, 1949 Apr. 30, 1950 H-36West Springfield May 29, 1948 Feb. 28, 1950 H-13Woburn J an. 6, 1949 Feb. 28, 1950 H-22Worcester May 29, 1947 Jan. 31, 1950 H-12
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STATE HOUSING BOARD REPORT No. 2633
General : It is a commonly accepted belief that the State Housing Board supervises 
a ll projects under both Chapter 372 and Chapter 200. This is not entirely correct, for 
while control of projects under Chapter 372 is under the direction of the full Board, ad­
m inistration of Chapter 200 has been confined exclusively to the direction of the Chairman 
of the Board.
Under Chapter 372, with some State subsidy, the main financial risk s involved in 
supplying housing, lie with the city or town concerned; under Chapter 200 all financing 
a r ise s  from State backed bond issues, and projects will also be subsidized by payments 
from  the Veterans' Fund.
Under Chapter 372 more than 4, 200 units for tem porary housing have been provided. 
In addition, fo rty -six  projects have already provided 1,225 housing units with another 554 
units under construction, and provision has been made for 39 additional units.
The following sum m ary shows construction p rogress under Chapter 200 as of June 
24, 1949:
Financing: The previous audit report stated:
"Although bonds issued for construction of housing units have the 
advantage of the financial backing of the Commonwealth, each local 
housing authority will issue its own bonds. It is anticipated that the 
in te res t ra te s  on these issues will vary, despite the common State 
guarantee, and that the ra te  will be higher than the rate of interest 
paid on regular State bonds. This will place an additional burden upon 
the entire  program , and it is  recommended that the chairman seek a- 
mendment to the p resent statute to provide that all bond issues shall 
be made in the name of the Commonwealth. "
Attention is now directed to the fact that the State of Connecticut had originally 
planned to finance its local housing projects in the same manner that current Massachu­
se tts  sta tu tes now provide. Under these original provisions various cities and towns in 
Connecticut have issued short-te rm  notes, guaranteed by the State to provide construction 
funds, and these notes when issued have carried  in terest at ra tes of between . 75% and 
1.14%. The 1949 session  of the Connecticut legislature changed the financing section of 
the housing statu tes to provide that all future borrowing, either temporary or permanent, 
will be done directly  by the State of Connecticut and that from the proceeds of such bor­
rowings the State would make loans to the Individual housing authorities bearing interest 
at the sam e ra te  that the State was required to pay. Under this revised statute the State 
of Connecticut has borrowed $10,000,000.00 at a ra te  of . 45% which represents a saving 
of approxim ately 50% in in te res t costs, and will resu lt in substantial reductions in rental 
costs to the occupants of this housing.
Examination of tem porary borrowing by local housing authorities within the Common­
wealth of M assachusetts will dem onstrate that such loans have been procured at rates 
varying between . 647% and . 959%. It will be noted that these in terest ra tes are substan­
tially  higher than the ra te  procured by the State of Connecticut.
No perm anent financings have been attempted to date in Connecticut or Massachusetts, 
however, it must be considered that the same favorable ra tes  will apply to State borrow­
ings that exist under tem porary financing.
It is  again recommended that the Chairman of the State Housing Board seek revision 
of the existing M assachusetts statu tes, so that lower in terest ra tes  may provide reduc­
tions in housing costs and eventually resu lt in lower rentals to all occupants.
V eterans' Fund: Under present construction costs, ren ta ls to maintain the financing 
of these p rojects may be beyond the ability of the average veteran to pay. For the sole 
purpose of reducing such ren ta ls , Chapter 200 provides for a  subsidy up to 2 1/2% per 
year to be paid from the Veterans' Fund. In view of the fact that $200,000,000.00 in con­
struction has been authorized, this subsidy can amount to $5,000,000.00 per year.
Personnel: Under Chapter 260 of the Acts of 1948, the State Board of Housing was 
abolished and the State Housing Board created. The Chairman of the new board was au­
thorized to appoint such experts, counsel, c lerks and assistan ts as the work of the board
Number of communities with projects in construction stage 
Number of units in projects in construction stage 
Number of units completed for occupancy
26
4,049
218
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would require, and to make such other expenditures as would be necessary .
On date of audit, the State Housing Board had 154 employees.
Contracts for Financial Assistance - Not Approved By Attorney General: Of the 
sixty-four contracts for financial assistance reviewed, only seventeen had le tte rs  of ap­
proval from a member of the staff of the Attorney General. The reason given was that th e , 
policy toward requiring this le tter had changed several tim es during the past year. At the 
time of the audit, all contracts were being inspected by a mem ber of the staff of the At­
torney General and were not signed by the Chairman until approved by the Attorney Gen­
eral.
Board Members Travel Expense: On December 20, 1948, an opinion of the Attorney 
General was received stating that since April 28, 1948, the date the State Housing Board 
was established and the State Board of Housing abolished, m em bers of the State Housing 
Board were no longer entitled to traveling expenses from  their homes or places of busi­
ness to the office provided by the Commonwealth.
Between April 28, 1948 and December 20, 1948, trave l vouchers of Board m em bers 
had continued to be paid. These vouchers included expenses from homes or places of bus­
iness to 18 Tremont Street, Boston, as well as expenses in connection with authorized 
trips to sites of projects.
No travel vouchers for Board m em bers have been approved for payment by the Comp­
tro lle r's Bureau since November 16, 1948, and none have been paid through the petty cash 
advance since December 20, 1948. On June 30, 1949 there were on hand approximately 
$433.28 in unpaid travel vouchers of Board m em bers.
This amount was included in the re serv e  for encumbrances of $774. 54 in this account. 
These vouchers were examined and found to contain requests for repaym ent of travel ex­
penses from homes or places of business to 18 Trem ont Street, Boston, as well as other 
expenses in visiting projects and the like.
On July 21, 1949, Chapter 577 of the Acts of 1949 was enacted. This law, amending 
Chapter 260 of the Acts of 1948, places the m em bers of the Board on a "per diem" basis, 
thereby allowing them the expenses in question. This legislation was made re troactive  to 
the date of establishment of the Board, and a ll expense accounts held in abeyance were 
submitted for payment on October 21, 1949.
Audit of Local Housing Authorities: Chapter 682 of the Acts of 1949 provides as fol­
lows:
"An Act Relative To Auditing The Accounts Of Housing Authorities 
Operating V eterans' Housing P ro jects.
Be it enacted, e tc . , as follows:
Section 1. Section 26NN of chapter 121 of the General Laws, in­
serted by section 3 of chapter 200 of the acts of 1948, is hereby amended 
by inserting after subdivision (c) the following subdivision:
(a) A housing authority which se lls  bonds or notes to finance a p ro­
ject under authority of this section, or which has received funds from a 
city or town under authority of chapter three hundred and seventy-two 
of the acts of nineteen hundred and forty -six  as amended, shall cause 
an audit to be made of its accounts annually at the close of a fiscal year 
by the department of the state  auditor and a copy of the rep o rt of said 
audit shall be filed promptly with the board.
Section 2. Section 8D of chapter 372 of the acts of 1946, inserted  by 
section 4 of chapter 479 of the acts of 1947, is hereby rep ea led ."
Audits of local housing authorities will be initiated immediately after the effective 
date of this act.
Subsidies - Chapter 372 P ro jects: It was noted that although ten localities had com­
pleted and occupied Chapter 372 projects only three were receiving State subsidies.
Permanent Financing Chapter 200: It was noted that although several Chapter 200 
projects had been completed to the point of occupancy, none had been tran sferred  to p e r­
manent financing, and notably in the case of the Chelsea project, the original tem porary 
notes, having matured, were replaced by further tem porary notes.
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AGAWAM HOUSING AUTHORITY REPORT No. H-3
Tem porary Notes: The financial records of the Authority do not reflect the redemp­
tion of tem porary notes, se rie s  #1 and #2 in the amounts of $50,000.00 and $290,000.00. 
They also do not re flect the receip t of cash on tem porary notes, se r ie s  #3, in the amount 
of $340,000.00.
Minutes: The m inutes of the meetings of the Authority were not signed by the Sec­
re ta ry  for the dates, March 10, 1949, June 2, 1949, June 17, 1949 and September 1, 
1949.
Rents: Rents computed have not been rounded out to nearest half dollar as required 
by Section 3b of Management Resolution, adopted August 11, 1949 by the Agawam Hous­
ing Authority.
Custodian: The custodian of the project is not charged for his utilities and it is as­
sumed that th is adjustment has been made in lieu of additional salary . It is recommended 
that the Authority pay the custodian a g ross sa lary  and that his rent be computed in the 
sam e m anner as the other tenants of the project.
ARLINGTON HOUSING AUTHORITY REPORT No. H-21
General - Books and Accounts: This examination was initiated on March 29, 1950.
It was noted that the cash book and general ledger of the Development Account had not 
been posted since February 28, 1950. The general ledger was not in balance and out of 
agreem ent with supporting detail. A few instances of posting direct to the cost analysis 
from  the reco rd  of original entry with no posting to general ledger were observed. In 
other instances, postings had been made without supporting journal vouchers. It was 
also noted that folio columns were incomplete as to references regarding postings. Books 
had been kept on a "cash accrual” basis.
Although the Adm inistrative Fund Agreement had been signed on February 8, 1950, 
ren t rece ip ts and security  deposits were kept in development funds until February 27,
1950. No management books had been opened on date of audit.
Development Costs: It was noted on date of audit that there was no control account 
for development costs in the general ledger as prescribed by the Manual of Accounting 
P rocedure issued to the Authority by the State Housing Board. A few instances of im­
proper charges to the sub control accounts were noted. These m atters were brought to 
the attention of the Executive D irector.
The project was originally planned to cost $1, 600,000.00, but it was noted that the 
actual cost will be approximately $150,000.00 less than estimated.
Development Fund: There was but one account in the general ledger for the three 
different bank accounts. The Manual sta tes that a separate account be maintained in the 
ledger for each bank account and this recommendation is made.
Petty cash disbursem ents were recorded on the back of an envelope. It was recom­
mended that vouchers be used to provide a more adequate control over these disburse­
ments.
Investments: The investment was shown on the books at cost instead of at face value 
with a contra account (unearned discount) as prescribed by the Manual. The interest ex­
pense was adjusted by the amount of discount earned on date of audit.
P repaid Insurance: Insurance had been charged to development costs when pur­
chased; an analysis of the policies disclosed $24. 86 of premium s unexpired.
L iabilities: It was necessary to set up an account, "Accrued Salaries and Wages" 
for February earnings not paid until March.
A liability for legal serv ices for the month of February also existed, and it was noted 
that there was a contingent liability of approximately $2, 500.00 for land taken by eminent 
domain.
Management: No records other than rent receip t book, tenants' Accounts Receivable 
reg is te r and bank statem ent were available on date of audit. It was recommended that 
books be opened immediately.
Adm inistration Fund: Moneys received from rent and security  deposits a re  both
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deposited in the same account. In making the reconciliation of receip ts to the bank sta te ­
ment, it was noted that the bank balance on March 3, 1950 was $2. 71 in excess of the col­
lections per receipt book. It was further noted that employees collecting ren ts had made 
change out of their personal funds and the intermingling probably resulted  in the excess. 
To remedy this situation, the use of a change fund was suggested. Tenants' Security De­
posits should also be segregated and placed in a special account.
Deposits of Receipts: On date of audit, receip ts for ren ts and security  deposits in 
the amount of $500.00 were on hand and not deposited until March 2, 1950. It was recom ­
mended that receipts be deposited daily.
Rents: It would appear that the ren ts charged to present occupants a re  sufficient to 
meet the budget requirem ents estim ated by the State Housing Board. However, the pro­
ject is but partially occupied and until such time as it is fully occupied a final determ ina­
tion of the adequacy of the ren ta ls cannot Be made. It was noted that the Authority has 
been corresponding with the State Housing Board as regards an increase in the budget.
BARNSTABLE HOUSING AUTHORITY REPORT No. H-46
Chapter 372 - Reconciliation of Bank Account: During the period under audit the 
check book had not been reconciled with a statem ent furnished by the depository.
It is advised that the bank account should be reconciled monthly.
Chapter 372 - F ire  Insurance: As of the date of the audit the Chapter 372 project was 
not protected by fire  insurance. During the course of the audit, steps were taken to pro­
cure the necessary insurance coverage.
Chapter 372 - Accounting Records: It is  recommended that individual income and ex­
pense general ledger accounts be maintained as outlined in the instructions of the State 
Housing Board.
Chapter 372 - Charge-Offs of Uncollectible Accounts Receivable: During the period 
under audit tenants' accounts receivable totaling $748.00 were charged off as uncollect­
ible. Although no authorization for such action was noted in the minutes of the meetings, 
individual members of the Authority stated that approval had been given, and that it was 
apparently an oversight that th is information was not included in the minutes of the 
board's meetings.
Chapter 200 - Surety Bonds: It is recommended that all persons connected with the 
handling of funds be bonded.
BELMONT HOUSING AUTHORITY REPORT No. H-49
Construction Contract: This Authority considered the financial ability and experi­
ence of the lowest bidder on the Construction Contract inadequate to perform  work of this 
Size and accordingly awarded the contract to the second lowest bidder. The State Hous­
ing Board did not concur and therefore would not approve this contract until the lowest 
bidder withdrew his bid. The lowest bidder in withdrawing his bid indicated that this 
action was prompted by his wish not to delay the construction of ve teran 's  housing.
Conditions of the Contract: Section 52 of the general conditions of the construction 
contract reads as follows:
"No mem ber, officer, agent o r employee of the Authority o r of the 
town of Belmont shall, d irectly , or indirectly, have any financial in­
terest in any property to be included in, o r any contract for property, 
m aterials, equipment, labor o r se rv ices, to be furnished or used in 
any way in connection with the project o r this c o n trac t."
, K was noted> however, that the Authority had entered into a contract for maintenance 
e project in the amount of $4, 920.00 with a company of which the T reasu re r of the 
Housing Authority was President. The Authority also approved other work perform ed by 
«1 Am0? 10 thu amount of $975- 00. This company was also paid the amount of
of t he9 I k6 T n<i0WS in a11 the houses in the Pr ° iect although the minutes ngs indicate authorizations only for washing windows in two houses.
Premium on Notes: The premium  received on notes issued to finance the cost of the
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project had been credited directly  to development costs. The premium  is  but an adjust-* 
ment of the in te rest ra te  and, as such, a portion of each in te res t charge should be set 
off against the appropriate am ortization of the premium . On date of audit, the unamor­
tized premium  amounted to $8,238.16.
Rent Receipts: In reconciling rent receip ts to deposits, it was noted that on occa­
sion rece ip ts were held for a few days prio r to deposit. It was further noted that the em­
ployee of the Authority collecting ren ts  was not bonded.
BOSTON HOUSING AUTHORITY REPORT No. H-14
Chapter 372
General -  Pay Roll Records and Time Reports: A tes t check was made of the pay 
ro ll ledger to the daily tim e rep o rts which a re  supposedly turned in by each department 
head. It was noted in many instances that no daily reports were submitted by or for cer­
tain employees, yet in each case the employee received a complete week's salary or 
wages. Four employees subm itted only weekly tim e reports . One employee did not sub­
m it any report for the month checked. As of January 3, 1950, daily time records are 
entered on personnel cards but accuracy cannot be guaranteed because of the foregoing 
situation.
At the date of audit checks were issued for pay ro ll to only sixteen out of a total of 
four hundred employees. The other employees were paid in cash. Upon receipt of a 
cash payment each employee signs a receip t, but the amount received is not indicated on 
the rece ip t and therefore it could not b e  completely verified. It was also noted that the 
pay ro ll clerk  who prepares the pay ro ll also keeps the pay ro ll records. These duties 
should properly  be perform ed by two individuals in the in terests of internal control.
General - Inter-Fund T ransfers: Disbursem ents made from a  State fund are often 
advanced from  Federal Funds. It is  suggested that instead of borrowing directly that 
the d isbursem ents be met from  the revolving fund to which contributions have been made 
by each fund, both State and Federal. This will eliminate the setting up of contra ac­
counts in the State and Federal books of accounts.
Cash - re  Accounts Receivable: An examination of the records pertaining to the in­
come received from  ren ta ls  of dwelling units under Chapter 372 indicated a variance be­
tween the income reco rd s and the bank deposits. It is  understood that as of February 28, 
1950, this difference totaled $1,377. 52. This was partly due to an accumulation of un­
deposited rece ip ts on hand as of March 9, 1950, in the amount of $403. 15 which was in­
cluded with the deposit of that day. In this connection it was noted that entries for rental 
cash rece ip ts a re  made on ren t cards by the cashier who then makes summary sheets 
from  these postings which a re  used as a posting medium by the bookkeeper. Daily state­
ments as to the amounts of cash received, however, were not made up by the cashier for 
a  period of several months preceding the amount date, and it was determined that the 
monthly cash rece ip ts per the books had not been in agreem ent with the deposits per the 
bank statem ents from  January 1949 to the date of audit.
Attention is called to the fact that a bookkeeping machine was installed while the au­
dit was in p rogress to reco rd  daily receip ts of ren t. It is suggested that all receipts be 
deposited daily and that the deposits be reconciled daily with the cash book entries.
Returned Checks: Instances were noted in which checks returned by the bank for 
various reasons were not charged back to a particular accounts receivable account. These 
checks a re  held in the office until new checks a re  received from  the payees. These new 
checks a re  then deposited. Because of this procedure the books do not show the trans­
actions with returned checks. When this m atter was discussed with the Authority's per­
sonnel, adjusting en tries were made to co rrec t these om issions. It is recommended in 
the future that the amounts of returned checks be charged to accounts receivable.
Subsidiary Accounts Receivable: The tria l balance taken of the individual tenant's 
accounts receivable as of the audit date did not agree with the balance of the control ac­
count. A detailed audit of the transactions indicated many e r ro rs  in postings to the con­
tro l account. Adjusting en tries were made during the course of the audit, to bring the 
control account into agreem ent with the subsidiary accounts receivable.
Tenants' L eases: An examination of tenants' leases indicated several that were not 
signed by the tenant. Many leases could not be located in the files. In comparing the 
leases with the ra te  and space cards, a few variances were noted in the ra te , term s and 
cancellation data as appearing on both se ts of reco rds. It is  advised that a ll leases be
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signed by a qualified representative of the Housing Authority and by the tenant.
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Interest on Bonds and Notes Issued by City of Boston: It was noted that no in te rest 
expense on the bonds and notes issued by the City of Boston has been entered on the books 
of the Housing Authority as a part of the development costs. It was explained that the 
State Housing Board has not yet made any certification of costs with regard  to the project 
constructed under authority of this chapter. When this certification is received, the a- 
mount of in terest to be entered as a part of the development cost will be determ ined, and 
the Commonwealth will contribute 2 per cent of this cost as provided by statute.
Contracts: As of the date of audit there  were two building construction contracts and 
one road utilities and grading contract in litigation. It is understood that the obligations 
of the contractors have been taken over by bonding companies in connection with the build­
ing contractors, while the third contract is now pending in court. These contracts in l it i ­
gation were unavailable for examination in connection with this audit.
Certification of Chapter 372 Pro jects by the State Housing Board. It was noted that 
none of the projects completed and occupied under Chapter 372 have been certified by the 
State Board of Housing for reim bursem ent of the 2% per year for five y ears , based upon 
development costs, by the State to the City of Boston as se t forth in Section 12 of Chapter 
372 of the Acts of 1946, as amended. As of the date of audit, the m ajority of the projects 
authorized under this Chapter had been completed.
It was noted with reference to many of the projects that no certificate  of completion 
had been given to the contractor because no agreem ent had been reached as to the actual 
completion.
Attention is called to the fact that approval by the State Housing Board for re im b u rse ­
ment of development costs cannot be granted until it obtains the necessary  detail from the 
Boston Housing Authority showing the true development costs for each project. In a few 
instances the cost could not be accurately determined because of the pending litigation.
In a few instances certificates of completion have been given to con tractors, but the 
cost data necessary for certification had not yet been completed by the Boston Housing 
Authority.
The Commonwealth has appropriated funds in the 1950 fiscal year for the purpose of 
this reimbursement to the City of Boston, but because of lack of certification of the p ro ­
jects by the State Housing Board, payments have naturally not been made. It is  under­
stood that funds have again been encumbered for this purpose. It is , therefore, recom ­
mended that the Boston Housing Authority forthwith furnish the State Housing Board 
with necessary data for certification of the completed projects so that the City of Boston 
may obtain the funds which are  available to it.
Expenditures for WaHpaper in Excess of Authorization: In connection with the pur­
chase of wallpaper by the Housing Authority for certain  construction projects it was noted 
that the expenditures amounted to $11,773. 63, exceeding the authorization of $8, 935. 80 
granted by the State Housing Board in the amount of $2,837. 83. Attention is called to the 
provisions of Section 7 of Chapter 372 of the Acts of 1946 which sta tes in part:
"No expenditure shall be made by any city o r town, of a housing author­
ity, board or officer acting as agent for such city o r town in carrying 
out the provisions of Section 4 o r Section 6, of more than $1,000. 00 in 
any year without the approval of the State Board of Housing. "
Blueprints and Photographs Purchased without Bids: In checking the supplies p u r­
chased by the Housing Authority for the period under audit, it was noted that a total of 
$21,893. 92 of blueprints was purchased without inviting bids. It was noted that 
$12, 584.06 of this amount was expended with one concern in sm all lots during a short 
period. Later in the audit period the Housing Authority ceased doing business with this 
concern and placed all of its business, which amounted to $9,309.86, with another con­
cern.
It was also noted that during the period of audit the Boston Housing Autnority directed 
all of its photographic work, in the amount of $3, 319. 50, to one photographer without 
public invitation of competitive bids.
Chapter 200 - P roject 200-1
General: Although audit was initiated on March 9, 1950, the various books perta in ­
ing to this project were posted only through January 31, 1950. Postings were finally 
completed and the records were made available for audit on April 19, 1950.
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Cost Analysis: It was noted that the general ledger and the subsidiary cost analysis 
book on the date of audit did not agree In the amount of $567. 13. In o rder to bring these 
books into agreem ent, suspense accounts were set up In the general ledger. Further ex­
amination Indicated that this situation had existed since November 1948, and it was fi­
nally determ ined that the e r ro r  was actually made in the cost analysis ledger and the two 
suspense accounts should, therefore, never have been se t up. The practice of setting up 
accounts of this nature should be discontinued as it is  not considered good accounting 
practice to handle unlocated differences in this manner.
Rental Income: A survey of the income reported by the various tenants which is ap­
parently the basis for the establishm ent of charges for monthly rent showed that six fami­
lie s  were paying $3.00 per month m ore than necessary and one family was paying $9.00 
per month m ore than necessary . Four fam ilies were apparently paying $3.00 a month 
less  than the amount required by the State Housing Board Income Schedule.
Security Deposits: A tr ia l  balance of the Security Deposits Account showed that a 
$10.00 deposit required  of all tenants has not been collected in full from every tenant 
even though some have occupied apartm ents since the inception of the project. It is sug­
gested that th is deposit be collected from all tenants.
Deposits on P lans and Bid Deposits: It was noted that deposits on plans are kept in 
the office of the Construction Department and are  la te r returned to the contractors or 
bidders when the plans a re  returned directly  by that section. In this connection, the Man­
ual of Instructions of Accounting Procedure issued by the State Housing Board provides 
as follows:
"Deposits During Development Period: The credit balance of this ac­
count rep resen ts the amount of deposits placed with the local authority 
during the development period and subject to refund. This includes 
such item s as earnest money, deposits on blueprints, e tc ."
It is recommended that an account be se t up for these items in compliance with the 
above regulation on the records of the Authority. In order that this be properly accom­
plished the actual deposits should be turned over to the financial section of the Authority.
Accounts Receivable: An analysis of tenants' accounts receivable showed that many 
balances were long overdue and many a re  due from  tenants no longer living in the pro­
jec ts . It is recommended that a  suspense account be se t up for the control of these 
doubtful accounts receivable where they may be segregated without confusing the handling 
of the regu lar active accounts receivable.
In ter-Fund D isbursem ents: The Manual of Instructions of Accounting Procedurefor 
the use of local housing authorities issued by the State Housing Board on State-aided pro­
jec ts s ta tes  in part as follows:
"Costs incurred  for expenses with respect to anticipated projects under 
future statu tory  p ro jects, a re  not eligible disbursem ents from the De­
velopment Fund of an existing statutory project. "
In this connection it was noted that disbursem ents were made from Project 200-1 to 
anticipated Chapter 200 projects in order to meet expenses incurred prior to the issue 
of the tem porary notes.
Inter-Developm ent Transaction: It was noted the accounts receivable account in­
cluded $221,091.02 due from other funds. As of the date of audit this amount was found 
to have been disbursed by other funds, but had not been recorded as a receip t by this 
fund until subsequent to the date of audit.
Prem ium  on Sale of Notes: The development cost is understated because of an un­
usually large prem ium  amounting to $207,071.57 received from the sale of the third is ­
sue of tem porary notes. This premium  will be written off against the in te rest cost at 
the end of the year at which tim e a m ore accurate development cost total will be indicated 
in the reco rds.
Expenditures: An examination was made of the invoices for the purchase of re fr ig ­
e ra to rs  and ranges. Although the total number of apartm ents is  only 1,044 in P ro jects
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200-1 and 200-2, 1,050 re frig e ra to rs  and 1,045 ranges were ordered and charged to de­
velopment cost. It was explained that the purchase of the six  additional re frig e ra to rs  and 
the one additional range was made for employees of the Authority. A subsequent cash en­
try was noted for the payment by certain  unidentified employees.
Purchase of Fuel Oil: It was noted that a contract for fuel oil was not given out on 
bid as is apparently required. A comparison of invoices with the contract indicated that 
the type of oil specified in the contract was not what was actually delivered.
Launderette Concession: It was noted that a th ree-year lease  exists between a con­
cessionaire and the Authority, granting the form er sole right to install and operate wash­
ing machines of the coin operated type, in re tu rn  for which the Authority is supposed to 
receive 20 per cent of the g ross income. This lease was granted without bidding or any 
other type of competition and was not approved by the Chairman of the State Housing 
Board.
This action appears to be in violation of the Contract for Financial A ssistance signed 
by the Boston Housing Authority and the State Housing Board which provides in part as fol­
lows:
"The Authority will not, without the p rio r approval of the State Housing 
Board Chairman, (1) award or enter into any contract for u tilities or 
equipment, or any other contract during the management or operation 
of, the project by the Authority. "
In this connection it was learned that another town in this a rea  invited bids for this 
concession, and received bids offering to pay up to 40 per cent of the g ross income under 
comparable conditions as found in Boston. The sam e concessionaire who has the Boston 
contract at only 20 per cent, bid 37 1/2 per cent in an unsuccessful effort to obtain the 
contract in the other community.
It was also noted that comparable conditions, insofar as the awarding of the launder­
ette concession, applied in connection with the five multiple projects coming within the 
scope of Chapter 372.
Insurance: This project has been covered by "binder" since July 1949, at various a- 
mounts as units were completed. With the completion of all buildings of the 200-1 P ro ­
ject, a policy of fire  insurance in the amount of $8,000,000 covering all buildings com­
pleted since September of 1949 was issued by a  stock company on the basis of a "binder. " 
No premium has been paid on this binder and no liability was se t up on the books. It is 
understood that this will be done when a policy is actually issued. It appears that the 
State Housing Board will apparently not approve the policy to be issued on the binder now 
held because it issued instructions to local boards as to the type of coverage to be obtained 
as of March 1, 1950, which coverage is on a blanket basis. The Housing Authority should 
receive a Certificate of Insurance under the m aster policy which describes the project, 
term of insurance, amount of insurance, and the premium  to be charged, etc.
Equipment Contract: An examination of the bids on re frig e ra to rs  for P ro jects 200-1 
and 200-2 indicated that the contract for 639 units for six cubic foot boxes was awarded to 
a high bidder.
Tabulation of bids on the 639 re frig e ra to rs  follows:
Bidder Unit P rice
A No Bid
B No Bid
C $114.03
D 113.92*
E 113.87
F 109.60
* Received award of contract
. At 016 meeting of the Housing Board on June 29, 1949, three  m em bers voted in favor 
the second highest bidder. The Chairman, who is also the appointee of the State Hous­
ing Board, dissented and "asked to be recorded as recommending award to the lowest bid-
nf tvT7Rna]iUi 6 t?uaWard this contract t0 the lowest bidder resulted in an additional cost oi $¿,700.48 for these re frig e ra to rs .
The general counsel of the Boston Housing Authority indicated that this contract was
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given in the in terest of standardization ra ther than on the basis of lowest unit cost. It 
was learned, however, that subsequent purchases of six  cubic foot re frig e ra to rs  were 
made from  this low bidder, who was a m anufacturer other than the successful bidder. 
There appears to be no provision of any kind which p rescribes that equipment on all pro­
jec ts shall be of like manufacture.
Grant for South Boston Housing Project from City of Boston not Recorded on Housing 
Authority Books: On November 10, 1948, the City of Boston appropriated the sum of 
$84, 554. 92 from its Reserve Fund as a grant-in-aid to the construction contract of the 
South Boston Housing Project. The reason for this grant was the refusal of the State 
Housing Board to approve the contract award of $11,978,042. 92 to the general contractor 
who submitted the lowest general bid which included two-sub-bids which exceeded by 
$84, 554.92 the lowest sub-bids in their respective fields. Upon notice that the general 
contractor refused to accept the substitution of the two lowest sub-bidders, the State 
Housing Board on September 17, 1948 withheld its approval of this construction contract. 
On October 11, 1948, the State Housing Board received a communication from the Hous­
ing Authority stating that the City of Boston proposed to make a capital donation of 
$84, 554. 92 on the construction contract, the amount of the variance in the bids. The 
State Housing Board on October 20, 1948, gave its  approval to the Housing Authority to 
award the construction contract subject to the condition that the City of Boston would pay 
this amount.
On November 5, 1948, the contract was awarded which, together with contract 
changes made during construction, amounted to $12,087,039.22. The construction of the 
project was completed on September 23, 1949. Payments amounting to $12,083,539.22 
w ere made on th is contract on or prior to January 17, 1950. The records of the Author­
ity fail to show that the grant was ever set up on its books. It does not appear that an 
official request for the money was made to the City of Boston until the matter was brought 
to their attention in June 1950, subsequent to the time it was brought to the attention of 
the Authority in connection with the current examination.
A rchitects ' Contract - P ro ject 200-1: On the date of audit the records indicate a 
balance due the architect on P ro ject 200-1 of $45, 552.15 which represents only 35 per 
cent of original fee of $130,149.00. Inquiry as to why this fee was unpaid indicated that 
the arch itect had submitted the invoices as follows:
For professional serv ices in regard  to supervision of 
contract, 35% based on construction contract awarded 
November 5, 1948. $156,458 93
For difference in cost in 1946 for working plans and spec­
ifications based on a bid received August 22, 1946, for 
construction amounting to $6,977,000.00 33,592 66
(No contract was awarded on bid of August 22, 1946) $190,051 59
Balance per Authority books February 28, 1950 45, 552 15
Variance $144,499 44
An examination of the contract dated January 11, 1946, and the amendment thereto 
dated February 27, 1947, with re la ted  detail, indicated the following:
1. Under the te rm s of the amendment the architect contended that he performed all 
se rv ices required  of him to be perform ed under the contract for the payment to him of 
the th ird  installm ent of the fixed fee as described in Section 4, Subsection (d) Page 10, of 
the contract which amounted to 5 per cent of the fixed fee which brought the total paid to 
the arch itect to date up to 65 per cent of the fixed fee which covered: (a) 20% - Prelimin­
ary  drawings and specifications, (b) 40% - Working plans, and (c) 5% - Execution of 
principle construction contract as follows:
"In consideration of the payment of the third installment of 5 per 
cent the architect agreed to re lease  and forever discharge the Au­
thority from  all debts, demands, actions, causes of actions, su its, 
accounts, covenants, agreem ents, and any and all claim s, demands, 
and liabilities whatsoever of every name and nature, both in law and 
equity, arising  out of o r by virtue of the said contract for all s e r ­
vices perform ed to the day of the date hereof. "
2. Under the term s of the contract there appears to be no specific provision which 
increases the a rch itec t's  fee from the fixed fee based upon the estim ated cost to a fixed
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fee based on the development cost. The only reference to construction costs affecting the 
architect's fee appears under Section 5b of the contract which reads as follows:
"If the Authority shall have determined that by reason of increases in 
the cost of labor or m aterials since the date of the execution of this 
contract the construction cost of the Improvement has been ra ised  a- 
bove the Estim ated Improvement Cost and the A rchitect shall have 
been required by the Authority to p repare any new or additional docu­
ments or made any changes as a re  re fe rred  to under Section 5(a) a- 
bove in o rder to reduce such construction cost; then in any such event, 
the additional documents shall be prepared and the changes so r e ­
quired shall be made, and the Architect shall be entitled to compen­
sation for the portion of such work perform ed by him on the same 
basis as provided in subparagraph (j) of Section 3, and the Architect 
shall be entitled to reim bursem ent on the same basis for the portions 
of such work perform ed by the collaborators.
"It is provided that if, during the calendar year 1946 there shall be 
one or m ore revised  schedules of fees for arch itectural and engi­
neering serv ices effective on projects approved by the Federal Pub­
lic Housing Authority of it successors or assigns, then the total fixed 
fee established in Section 4 of this contract shall at the option of the 
Architect be adjusted or readjusted to conform to any such revised 
schedule of fees.
"The Architect shall not be entitled to any compensation hereunder or 
under subparagraph (j) of Section 3, unless, within 10 days after being 
caused extra drafting or other expense under said subparagraph (j) or 
after he shall have been required  by the Authority to make changes or 
prepare new or additional documents under the provisions of this p a ra ­
graph, he shall have delivered to the Authority in writing a detailed 
statem ent showing the amounts to which he shall have become entitled, 
including the details of pay ro ll costs of drafting and the serv ices p e r­
formed by h im ."
No evidence was found allowing the A rchitect to come within the provisions of the a- 
bove section.
It was noted in the minutes of the Boston Housing Authority dated March 22, 1950, 
that it was voted to approve payment for both invoices totaling $190,051. 59 to this a rch i­
tect. On March 31, 1950, the Authority informed the State Housing Board of their ap­
proval of this b ill and requested approval for payment.
The action of the Authority in approving both b ills , the total sum of which far ex­
ceeded the balance on the books was, it appears, prem ature since the contract provided 
for arbitration where a fee in excess of the agreed amount was being requested of th e ' 
Authority, in the following manner:
"17. Arbitration. Any controversy arising  under this contract which 
might be the subject of a personal action at law or of a  suit in equity 
shall be submitted to arb itration  at the choice of either party in the man­
ner hereinafter provided and subject to the provisions of General Laws 
(Ter. Ed.) Chapter 251. Each party shall appoint one a rb itra to r within 
ten days from the request for arb itration  and the controversy shall be 
submitted to the a rb itra to rs  within 30 days from the request for a rb itra ­
tion. In the event the two a rb itra to rs  already appointed are  unable to 
agree within a period of ten days, then a third a rb itra to r shall be ap­
pointed by the two a rb itra to rs  therefore appointed and acting, and if 
they are  unable to agree upon a third a rb itra to r within three  days, then 
such third a rb itra to r shall be appointed by the Federal Public Housing 
Authority."
Because of the considerable lapse of tim e between the last payment on this contract 
in February of 1947 and the date the construction contract was awarded in November 
1948, it would appear that a new contract between the architect and the Housing Author­
ity should have been drawn up to serve as a basis of payment for the remaining 35% of 
services to be perform ed under the original contract. To date no such contract has been 
negotiated.
Chapter 200 - P ro ject 200-2
Accounts Receivable - Tenants: P ro -ra ta  charges to tenants' accounts at the time
142 P. D. 6
of admission were checked to executed leases. In two instances tenants were undercharged 
$2. 20 each per month.
It is , therefore, recommended that the manager take the necessary step to bring the 
two tenants' accounts into agreement, taking into consideration p ro -ra ta  period of the 
leases.
Contract Account: All awarded contracts pertinent to the development of the project 
are  supposedly recorded in a "Contract Award” account. A detailed analysis of this ac­
count indicated that the following transactions recorded in the development subsidiary rec­
ords had not been recorded in the aforementioned general ledger contract account:
1. Change o rd ers  totaling $12,693.41
2. $3, 500.00 paid construction contractor
3. $4,200.00 refunded by the architect
4. Payments to architect totaling $35,262. 50
5. Gas range contract payment of $3,477.36
6. R efrigerator contract payment of $4,101.12
The "Contract Award" account was corrected by the above amounts while this examin­
ation was in progress:
Accrued In terest on Tem porary Notes: On February 28, 1950, the general ledger 
showed accrued in terest of $6,658.74 which represented unpaid monthly interest charges 
to development. On examination of the in te rest accrued computation, it was found that the 
total in te res t should have been $6,636.32, a  variance of one day's interest charges. While 
the audit was in p rogress the accrued in terest account was adjusted by journal entry.
Management Receipts and D isbursem ents: Project 200-2 is managed jointly with the 
Federal P ro ject 2-4. Cash receip ts and disbursem ents of the State project are recorded 
in the Federal books and go through the Federal bank account. These items are set up on 
the S tate 's books as a contra account with the Federal books. It is recommended that a 
separate  bank account be set up for the State projects so that the funds will not be inter­
mingled.
Insurance Coverage: The project is insured for $500,000.00 for fire and extended 
coverage. There is no actual insurance policy in effect, the coverage being made through 
the T rav e le r 's  F ire  Insurance Company by means of monthly binders. It is understood 
that an application has been filed for the insurance policy.
Earned Surplus: There is no surplus account in the general ledger management ac­
counts. As of February 28, 1950, total income amounted to $12,567.79 and total expenses 
$2,794. 58. The excess of income over expense of $9,773. 21 normally represents earned 
surplus.
Contract for Financial Assistance: This contract between the Commonwealth of Mass­
achusetts, acting by and through the State Housing Board and the Boston Housing Author­
ity  deals with State financial assistance in the form of a guarantee by the Commonwealth 
of the $876,000.00 worth of tem porary notes issued to finance the cost of development of 
the pro ject’ and annual contributions subsequent to permanent financing through bond is­
sue. On May 5, 1949, the total authorized notes were sold having the maturity date of
^  Section 4 (d) of this contract provides that the Boston Housing Authority shall reim­
burse the Commonwealth for reasonable expenses incurred in providing on-the-site super­
vision during development. In this connection, the following payments were noted:
Travel Salary Total
For March through June 1949 $3 30 $1,377 39 $1,380 69
For July and August 1949 3 74 900 18 903 92
$7 04 $2, 277 57 $2,284 61
Chapter 200 - Project 200-4
Interest on Notes- It is the policy of the Authority to make monthly charges for in­
te re s t due on tem porary notes. Although the in terest is not due until one year after date 
of notes monthly pro-rated  charges afford a means of allocating the expense to the de-
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velopment fund account. A check of the interest account indicated that this policy had not 
been carried  out to the date of audit; however, accrued in terest to February 28, 1950 was 
charged to the development fund account while the audit was in progress.
Construction Contract: A charge of contract violation by the Boston Housing Author­
ity against a building contractor was made during the early stages of construction on 
this project. In compliance with the contract, an agreement to submit to arb itration  was 
signed on February 10, 1950. The a rb itra to r 's  decision was that the contractor did 
breach his contract and the amount to be credited on the contract price  of the Boston 
Housing Authority contract as a consequence of the breach was $60,000.00, subject to 
court approval.
BROCKTON HOUSING AUTHORITY REPORT No. H-6
General - Minutes of Housing Authority: With the exception of only a few, form al 
minutes of the meetings of the local authority for the period prior to August 26, 1948 
could not be located.
Minutes have been maintained for meetings from August 26, 1948 to the date of audit. 
It was noted that these minutes were not signed by a secre tary  or clerk.
Acceptance of the Chapter 372 Project: Occupancy of this project began on October 
1, 1948 and on May 1, 1949, the project was entirely occupied.
As of the date of audit no annual subsidies had been received because the total con­
struction cost had not been certified by the State Housing Board.
The registration of the various lots of land comprising the project is still in p rocess. 
When this is completed, the local authority will request certification and acceptance by 
the State Housing Board.
Chapter 372 - Surety Bond: It is recommended that the clerk who handles the cash 
receipts from Chapter 372 units be bonded.
Chapter 372 - Deposits of Rent Receipts: It was noted on date of audit that ren t r e ­
ceipts totaling $65.00 were on hand. This amount represented partial payments of rent 
by two tenants.
These receipts had not been recorded on the cash book or the tenants' ledger.
It has been the custom to hold partial payments on hand until a full month's payment 
has accumulated to the credit of the tenant whereupon entries a re  made on the books and 
the money deposited.
In order to have both partial and full payments handled in the same m anner, it is 
recommended that partial payments be recorded when received and the money deposited 
as soon as practicable.
Chapter 372 - Transfer of Surplus to City of Brockton: It was noted that the surplus 
for 1948 was overstated by $360.00. However, an adjustment was made in 1949 so that 
the total surplus transferred  to the City of Brockton for both the 1948 and 1949 y ears re c ­
onciles with the records.
Chapter 200 - Deposits on Plans: On the date of visit the executive d irector had 
custody of three certified checks for $25.00 each, received in June 1949, representing 
deposits for plans and specifications.
While this audit was in p rogress, these checks were deposited.
It is recommended that, in the future, all sim ilar deposits be credited to the appro­
priate account upon receipt and be deposited in the bank, as outlined in the instructions 
issued by the State Housing Board.
Chapter 200 - E rro rs  in Estim ates for Partia l Payments: Because of e r ro rs  in the 
computation of the periodical estim ates for partial payment, there was an overpayment 
of $70,800.00 to the contractor on December 31, 1949.
As a result of these e r ro rs , the "M aterials Stored" account in the General Ledger 
showed a balance of $130,424.00, whereas the value of the physical inventory on Decem 
ber 31, 1949 was $59,624.00.
These e rro rs  continued through Periodical Estim ate No. 6, dated January 31 1950
at which time there was an accumulated overpayment of $130,424.00.
As of January 31, 1950, there were contract retentions on hand amounting to 
$50,450.00 and there was a balance of $146,635. 25 due to the contractor for work to be 
completed.
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Proper adjustment of this overpayment should be made as soon as possible.
Chapter 200 - Development Costs: It was noted on date of audit that there was no 
control account for development costs in the General Ledger. This account is prescribed 
by the Manual of Accounting procedure issued by the State Housing Board and it is recom­
mended that this account be set up in the General Ledger.
Chapter 200 - Bids on General Construction Award: The three lowest bids for the 
general contract and for the various sub-contracts were examined.
However, a ll of the bids were not located in the files as three of the higher bidders, 
as listed  in the tabulation of bids submitted to the State Housing Board, had been returned 
to the bidders for some reason.
BROOKLINE HOUSING AUTHORITY REPORT No. H-30
Maintenance Supplies and M aterials: It is  suggested that stock ledger cards be main­
tained for maintenance supplies and m aterials. All items lost or broken should be iden­
tified and reported to the office so that the stock ledger card will show the true inventory 
at all tim es.
Development Costs: It was noted that on date of audit there was no control account 
for development costs in the General Ledger. This account is prescribed by the Manual 
of Accounting Procedure issued by the State Housing Board and it is advised that this ac­
count be opened in the General Ledger.
A rchitectural and Engineering Account: Bid security deposits were entered through 
this account. As this is an incorrect posting it is recommended that in the future these 
item s should be posted through the "Deposit on Plans" account.
General - Books of Accounts: This examination was initiated on May 8, 1950. At 
that tim e it was noted that the cash book and ledgers pertaining to the two projects had 
not been posted for the month of April 1950. It was also noted that the Petty Cash account 
is kept on the person of the Authority's Accountant. It was further noted that accounts' 
payable vouchers which were dated January 30, 1950 were not entered in the Cash Dis­
bursem ent Book until the end of February. It is suggested that greater care be exercised 
in these m atters.
Property Obtained by Eminent Domain: The Brookline Housing Authority with the ap­
proval of the State Housing Board trie s  to induce certain tenants to vacate by refunding 
their previous month's rent. They also have at times offered real estate brokers or a- 
gents $100.00 to find each tenant a place to live. They will also allow each tenant up to 
$250.00 for moving and storage expenses. These are in relation to tenants who do not 
qualify for the housing project.
CAMBRIDGE HOUSING AUTHORITY REPORT No. H-9
General - Revolving Fund: This Revolving Fund is used to pay expenses which have 
to be p ro-rated  over the various projects, both State and Federal. This pro-ration is 
based on the percentage that the number of units in a given project bey-s to the total num­
ber of units of the Authority. A test was made of the invoices paid out of this Fund and it 
anoears that in a number of instances, the State projects are  being charged with expenses 
that a re  directly applicable to Federal projects. It is recommended that the State pro­
jects be charged with only its share of those expenses which can be attributed to them.
General - Furniture and Fixtures: It is the practice of this Authority to charge dif­
ferent item s of office furniture and equipment in total to only one of the several projects, 
It is advised that these costs be pro-rated  among the various projects, both State and 
Federal. Record cards should be kept showing the cost of this furniture and equipment 
with a breakdown of the amount charged to the different projects.
General - Issuance of Notes at a Premium: It was noted in two instances that notes 
Of this Authority were issued at high premium and in terest ra tes . It was noted that the 
premium offered brought the effective in terest rate  down so that it was the most favorable
net interest bid.
-  DeDosits on Plans and Specifications: It was noted on date of audit that de­
posits for plans and specifications in the amount of $730.00 were being held in the office
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of the Authority. This amount consisted of $330.00 in currency and $400.00 in checks.
It was understood that this includes accounts of successful bidders totaling $220. 00. The 
remaining $510.00 was deposited by unsuccessful bidders who have not yet returned these 
plans and specifications. The proper procedure for placing these deposits in a bank at 
the time the deposits are  made and the procedure for handling deposits which have been 
forfeited, because the unsuccessful bidder has failed to re tu rn  the plans and specifications 
to the Authority, a re  provided for in the manual issued by the State Housing Board. It 
is recommended that this account be handled in accordance with the procedure se t forth 
in the future.
General - Insurance: It was noted on the date of audit that only the check signer and 
countercheck signer were bonded. The bookkeeper, c lerk-typ ist and accountant who 
also handle cash were not bonded as required by the regulations issued by the State Hous­
ing Board.
The premium charge for the Boiler Insurance, the Burglary and Robbery and the 
Messenger and Interior Robbery have not yet been entered on the books. It is  recom ­
mended that these entries be made. It is further suggested that the expired prem ium s 
on all policies be charged to expense.
General - Investments: In order to lower the net in terest cost involved in the con­
struction of a project, the State Housing Board has advised local housing authorities to 
invest excess funds in United States T reasury Bills. As it appears that this Authority 
has a certain amount of excess funds on hand, it is recommended that this d irective be 
complied with, forthwith.
General - Financial Statements: It was noted that the financial statem ents of this 
authority as required by the State Housing Board have not been prepared or submitted 
recently. It is recommended that these statem ents be brought up to date and submitted, 
as required, to the State Housing Board.
General - Change O rders: In analyzing the Contract Award Accounts, it was noted 
that additions to and deductions from contracts because of Change O rders a re  not r e ­
flected in these accounts. It is recommended that all Change O rders be posted to the 
Contract Award Accounts as they are  approved.
General - Expenditures: It was noted in several instances that the funds of one pro­
ject are used to pay for expenses incurred by another project. The paying project is 
subsequently reim bursed by the project whose expenses were paid. Among these were 
noted the payment for washing machines for P roject 200-1 in the amount of $424. 25 from 
the funds of Project 200-2. The payment for advertising for Title V in the amount of 
$18.00 was made from funds of P roject 200-1. On two occasions, expenses of Project 
200-2 in the amount of $683.32 were paid from  the funds of P roject 200-1. As previously 
stated, the appropriate funds a re  suitably reim bursed. The additional bookkeeping en­
tailed is unwarranted. It is recommended that the funds of the project incurring the ex­
pense be used to make required payments.
Chapter 200-1 - Purchase of Washing Machines and D ryers: It was noted that 5 
washing machines in the amount of $845.00 and 3 d ryers in the amount of $693.00 with a 
ten cent coin attachment were purchased by the Authority and installed in the basem ents 
of this project for use by the tenants. The State Housing Board questions the justifica­
tion of these purchases and asks who in the State Housing Board authorized these pur­
chases. The Authority justified them by reason of the lack of adequate facilities for hand 
washing and room to hang clothes to dry. The State Housing Board has not as yet ap­
proved the transaction and apparently still considers it to be an im proper expenditure 
from the Development Fund.
Chapter 200-1 - Income from Washing Machines and D ryers: The income from the 
washing machines and d ryers installed by the Authority at this project is obtained through 
the use of coin m eters, into which the tenant deposits 10£ for the use of either a washing 
machine or a dryer. This money is collected at irregu lar intervals and deposited in the 
Harvard T rust Company in an account known as the "Washing Machine Account." On the 
date of audit there was $146. 60 on hand in the office belonging to this fund which was not 
deposited until several days la te r.
The m eters on these machines do not record  the total money deposited. They are  
only devices to se t the machines in operation. The accountant employed by the Authority 
collects this money and it is suggested that s tr ic te r  internal control should be exercised. 
This might be brought about by the installation of coin m eters that record  the amount of
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money deposited.
The accounting for this money is  made by a posting to a memorandum cash account 
in the general ledger. There is no offsetting posting made to any income account. It is 
recommended that an income account be set up and that the recording of this income be 
handled in accordance with the State Housing Board instructions for such income.
Chapter 200-2 - Cost of Blueprinting: It was noted in examining this account thatthe 
architect owes the Authority $55.80 for six se ts of plans, in accordance with his letter 
of August 8, 1949. The cost of printing these blueprints was paid by the Authority. It is 
suggested that an account receivable be se t up to show the a rch itec t's  liability to the Au­
thority in this instance.
Chapter 200-3 - Elimination of 8 Units: The original contract for this project called 
for the construction of 68 units and the contract was awarded on this basis at the price of 
$719,139.00, or approximately $10,575.00 per unit. When the contractor was excavating 
in o rder to lay foundations, he ran  into a soil condition that made it difficult to lay foun­
dations for 8 units unless pile and caisson work was done. He quoted a price of 
$28,794. 51 for this extra work which would add approximately $425.00 more per unit for 
the 68 units. In view of th is, the Authority decided to eliminate these particular 8 units. 
The contractor offered to make the Authority an allowance of approximately $39 000.00' 
because of this elimination. This added about $800.00 per unit to the unit cost of the re­
maining 60 units. There has been much controversy among all concerned because of this 
allowance and it has not yet been settled. The Chairman of the State Housing Board has 
jurisd iction  over such cases. The Authority believes it should be allowed in the vicinity 
of $60,000.00 by the contractor. It is understood that the usual procedure, before draw­
ing final plans showing where the buildings are to be located on the site, is to have bor­
ings made in o rder to determ ine that the land is suitable for the construction of the build­
ings. These borings were made and the company submitted a report In which they noted 
the fact that in certain  boring tests they found the existence of fill.
In the a rch itec t's  letter of September 17, 1949 to the Authority he stated, "I should 
like to point out that the borings which you obtained on the land are designated as filling, 
possible filling, and compact possible filling with no identification of the type of filling, 
except for the penetration as noted.
It did not arouse the attention of anyone else figuring the job or working on the prep­
aration  of plans, including the State Housing Board."
In the minutes of the Authority for October 30, 1949, it was stated that the "feeling 
of the Authority that the responsibility for the situation now requiring the use of piles and 
caissons was the responsibility of the Architect and Contractor."
The following is the chronological order of events showing the lapse of time between 
the time the boring report was received and the proceed order given to the contractor:
July 12, 1949
July 13, 1949
July 21, 1949
August 3, 1949 
August 18, 1949 
August 24, 1949 
August 31, 1949
Advertisement for bids appeared in the 
Cambridge Chronicle 
Advertisement for bids appeared in the 
paper of the construction company 
Report on borings and test pits received 
from the testing company 
Bids opened
Contract awarded and signed 
Proceed order given to contractor 
Letter of State Housing Board approving 
contract
Chapter 200-4 - Structures and Equipment: It was noted in examining this account 
that the amount of $447.75 was for a calculator used in the Central office. It is recom­
mended that this amount be transferred  to the Furniture and Fixtures account.
Chapter 372 - Grant from City of Cambridge: The original grant from the City of 
Cambridge for the construction of seven pre-fabricated homes was in the amount of 
$63 000. 00. This amount was found to have been insufficient. At the date of audit, the 
Development Cost was $33, 150.22; incompleted contracts were $60, 556.80 and Change 
O rders were $3,011.00, a total of $96,718.02. To be added to these figures are the cost 
of ranges and refrigerato rs and the cost of the land. The Authority is preparing an a- 
mended application for funds which is to be submitted to the City and the State Housing 
Board. This application is being held up because the Authority and the City cannot reach 
an agreement on the price of the land which is owned by the City. The Authority has of­
fered 09? per square foot and the City feels it should get 25? per square foot. Because
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this amended application for funds has been held up, a resolution for the expenditure of 
$3,811.00 for a Change Order in connection with additional work on the foundation for 
drainage purposes has not been passed by the State Housing Board. The work covered by 
this Change Order has been nearly completed, although the authorization for the expendi­
ture has not yet been approved. This procedure is im proper and it is  advised that the 
Authority reach an agreement with the City as soon as possible In order that the State 
Housing Board may issue a resolution for the expenditure of funds in the amount contained 
in the new application, which wiU be approximately $110,000.00.
Chapter 372 - Surplus Panels: The panels for the erection of the p re-fabricated  
homes were purchased from the Reconstruction Finance Corporation at a liquidation sale 
of the Anchorage Homes Corporation. In o rder to acquire these panels, the Authority was 
required to purchase the complete inventory of panels, which they did, paying the sum of 
$23,000.00. At the time of purchase, it was understood by the Authority that these in­
cluded seven complete homes and additional surplus panels which they contemplated using 
for garages for these homes. Upon taking a la te r inventory, it was determined that there 
were nine complete homes and some surplus panels.
The panels for the nine homes are  stored at the project site  on which there is  land for 
only seven houses. The surplus panels, over and above the nine homes, a re  at Westfield, 
where the purchase originated. It was noted in the Authority's minutes of November 16, 
1949, that the surplus panels were re leased  to the City for disposal but no record  of r e ­
ceipt from the sale could be found. It is  recommended that proper accounts be se t up to 
record the re lease  o r sale of these panels to the City in o rder that any money received by 
the City for them will reduce the Development Cost of these houses and sim ilarly  reduce 
the amount of the C ity 's Grant to the Authority.
Chapter 372 - Development Costs: The original estim ate of the Development Cost 
was $63,000.00 or $9,000.00 per unit. A revised  estim ate is being prepared and will be 
in the vicinity of $110,000.00 or $15,700.00 per unit. It was noted that this project has 
not been charged with its proper share  of the Office Pay Roll and Expense, nor with its 
share of the Clerk of W orks' sa lary . This project apparently does not requ ire  the serv ices 
of an architect as these a re  p re-fabricated  homes. The Clerk of Works supervising this 
project was form erly connected with the Anchorage Homes Corporation from  whom the 
panels were purchased. His serv ices were required  to p repare  the new estim ated con­
struction cost, yet his sa lary  was not charged to the project. The Clerk of Works is also 
supervising the construction of a  Chapter 200 P ro ject. It was noted that his sa lary  has 
been entirely charged to the Chapter 200 P ro ject and that the Chapter 372 P roject has not 
been properly charged with its proportionate share. It is recommended that this P roject 
be charged with its share of all expenses in order that the true cost of this P ro ject will be 
known.
Charges Made in E rro r: It was noted that the following charges have been made to the 
the wrong accounts:
The cost of panels in the amount of $18,400.00 was charged to the cost of Land Acqui­
sition account and this would appear to be a  proper charge to the Structure and Equipment 
account.
The cost of loading these panels on trucks for shipment to Cambridge and the cost of 
unloading them from the trucks at Cambridge in the amount of $1,794.73 was charged to 
the Architectural and Engineering account and should have been an additional cost of Struc­
ture and Equipment.
The cost of transporting the panels from  W estfield to Cambridge and the costs of 
renting and purchasing canvas to cover the panels while in storage in the amount of 
$3,826.79 was charged to Carrying Charges during Development and should also have been 
an additional charge to Structure and Equipment.
Chapter 372 - T ransfer of Charges to Chapter 200 Pro jects: The projects now known 
f® ec 1 200-1 and P roject 200-2 under Chapter 200 were originally sta rted  under Chap­
ter 372 project and were tran sferred  to Chapter 200. The present P ro ject 200-2 now lo- 
cated at Rindge Avenue, was originaHy planned to be erected at Lakeview Avenue, the site
e Present Chapter 372 P ro ject. In connection with this transfer of costs from  Chapter
to Project 200-2, the cost of the land at Lakeview Avenue in the amount of $875.00 and 
e cost of Boring and Test P its  in the amount of $185.77 were im properly tran sferred .
L 18 re commended that these charges be tran sferred  back to the Chapter 372 P roject and 
Project 200-2 be reim bursed  accordingly.
Chapter 372 - Contract Retentions: It was noted that a contract retention in the
148 P.D .6
amount of $320.00 was posted to the Development Cost control account but not to the sub­
sidiary Structure and Equipment account which thereby makes a variance between the con­
tro l account and the tr ia l balance of the subsidiary accounts.
It is recommended that this posting be corrected  in order to reconcile the Develop­
ment Cost control account and the tr ia l balance of the Subsidiary Development Cost ac­
counts.
Chapter 372 - Insurance During Construction: It was noted that the section requiring 
the contractor to carry  the necessary  insurance during construction was deleted from the 
specifications. Upon investigation it was determined that the contractor was not carrying 
the necessary insurance. It is  recommended that the Authority require the contractor to 
carry  the proper coverage and that proof of th is insurance be obtained by the Authority in 
o rder that they will be fully protected.
CHELSEA HOUSING AUTHORITY REPORT No. H-2
Pro ject 200-1 General: The costs of this project, as of the date of this audit, had 
reached a point in excess of $14,400.00 per unit and represented the highest unit cost of 
any housing project audited to date by this department.
Rental ra te s , as a re su lt of these construction costs, are higher than those found in 
previous housing audits by th is department; and yet, at the same time, they do not appear 
to be high enough to meet the future maintenance and amortization costs of the project.
A special comm ission created  under Chapter 79, the Acts of 1948, to survey and 
study problem s of veterans, including housing and hospital facilities, apparently recog­
nized the particular problem s of this project and recommended on page 17, item 4, of 
their report that:
" .........a capital grant be made to the Chelsea Housing Authority in the
amount of $350,000 to compensate for the premium required by the 
speed necessary  to solve their special housing problem since this 
problem arose  as a re su lt of earlie r action by the State."
While this recommendation was included in the special commission's report, no leg­
islation was filed by the commission to further its recommendation.
The propriety of this comm ission's recommendation is further emphasized by the fol­
lowing le tter taken from  the files of the Chelsea Housing Authority, which clearly proves 
that the Chelsea Housing Authority has nothing to do with the erection of this project, 
since all duties of that Authority were taken over by the State Housing Board.
Mr. M. George Tigar, Chairman 
Chelsea Housing Authority 
521 Washington Avenue 
Chelsea, Massachusetts
Dear Mr. Tigar:
Pursuant to the conference and cooperate agreement in the Governor's 
office last Friday, the 24th of September, 1948, between the Governor, 
the City of Chelsea, the Chelsea Housing Authority, the Mystic Bridge 
Authority, the Greiner Company, the State Housing Board and others, 
and the conversation between you and me at the end of that conference,
I am stating my understanding of the part that the Office of the Chairman, 
State Housing Board, will play. It is particularly understood that any 
ferv ice  beyond the maximum that we can render to any housing authority 
Is to be kept in the stric test confidence.
1 In essence the Chelsea Housing Authority has delegated to the Office 
of the Chairman, State Housing Board, the functions of development and 
management, including construction, for the production of at least sev- 
™tv gand possibly two hundred garden apartment dwelling units in Chel­
sea The Seventy dwelling units a re  to be planned and built, ready-for 
occupancy, If possible, January 1, 1949. Upon completion of the dwell- 
fn C ,rnts the Office of the Chairman, State Housing Board, will resume 
Its* normal relations with the Chelsea Housing Authority.
U We have already implemented the program, although we lack written 
authority from your Authority, and are proceeding according to the agree­
m en t made at the Governor's office. We intend to consult with you as
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frequently as possible so that the design and construction of the project 
will meet with your wholehearted approval. We will requ ire  the prompt 
cooperation of your Authority in expediting functions which, by law, can 
only be made effective by you, though they will in fact be perform ed by 
us.
Specifically, it is our understanding that this office will do the follow­
ing:
1. Select an architect and prepare the form of a rch itec t's  contract
for your execution.
2. Decide upon the part of the site  to be used.
3. Secure site  topographical and boring date.
4. P repare  the financing documents.
5. Engage personnel, on your behalf, and supervise their work.
6. Supervise construction.
The expenses incurred will, of course, be charged against your develop­
ment cost and all contracts will be signed by you as Chairman of the Chel­
sea Housing Authority.
Mr............ of this office, has been assigned full tim e, to this Chelsea
project and will act as your Executive D irector until occupancy. He will, 
of course, be responsible prim arily  to this office and his serv ices will 
not be charged against the development cost.
With my respec ts to yourself and each member of the Chelsea Housing 
Authority for your cooperation, serv ice  and se lf-sac rifice , I am,
Cordially yours,
A. S. BIGELOW, Chairman
It is recommended that the General Court make a capital grant to this project in a 
sum sufficient to reduce the curren t ren ta ls to a scale commensurate with the quality of 
housing provided.
General - Petty Cash Fund: It was noted that, with few exceptions, the vouchers 
supporting the disbursem ent of petty cash item s were not signed by the recipient of the 
cash. The value of petty cash vouchers without a signature is questioned.
Balance Sheet - P roject 200-1: Both the Development Fund and the Administration 
Fund reflect incorrect balances as of the date of audit. Many discrepancies in the bal­
ance sheet were noted and included the following:
1. An amount of $2, 667. 94 should have been tran sferred  from De­
velopment Cost Account to Operation Expense Account instead of 
$2,665.14, a difference of $2. 80.
2. No allowance was made for the withholding tax liability and the 
money was left in the Development Fund. When payment was made on 
these taxes to the Collector of Internal Revenue, the check was drawn 
on the Administration Fund instead of the Development Fund. The a - 
mount of the Tax was $76. 80.
3. There is a balance of $700.00 in the Development Fund which 
represents Tenants' Security deposits. This amount should be in the 
Administration Fund. It was also noted that there was $10.00 in cash 
on hand, representing a Security Deposit made by a tenant on November 
22, 1949. There is no entry made for this amount, so this deposit is 
not reflected in the balance sheet.
4. Of the Tenants' Accounts Receivable balances, it was determined 
that $252.00 was considered w orthless due to loss of rent owed by a 
form er tenant. It was understood that while the Authority has taken all 
legal steps to collect this account, the whereabouts of this ofrm er ten­
ant is unknown. It was also noted that $9. 20 will have to be written off 
representing a charge made in e r ro r  for six days rent in October for a 
vacant apartment.
5. The balance sheet, reflects a Development Petty Cash Fund bal­
ance even though the cash has been completely expended. This leaves 
Development Costs Account understated by the amount of this Fund.
6. The account - Accounts Receivable - City of Chelsea - represen ts 
an amount that was paid, under p rotest, by the local Authority to the 
City of Chelsea for e lectricians' perm its. The then Mayor of Chelsea
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had originally agreed with the Authority to issue perm its without fees 
being charged, but the Board of Aldermen did not approve of this a- 
greem ent. The m atter of refunding the money to-the Housing Authority 
was discussed by the Board of Aldermen at a  recent meeting, but no 
decision was reached at that time.
7. The account, Prepaid Insurance, as reflected in the balance sheet, 
is incorrect to the extent that approximately $2,800.00 of the insurance 
charged had expired and should be charged to an expense. As this in­
surance is for fire  coverage on the dwelling, it is suggested that the cost 
of this insurance should be charged to adm inistration ra ther than to the 
Development Account.
8. Included in the Land, Buildings, e tc . , Account, there is a credit 
of $2,800.00 received from  the Boston Edison Company as a range wir­
ing allowance. The Edison Company paid an amount of $40.00 for each 
e lectric  range installed of over 5 K.W. capacity and having a thermo­
statically  controlled oven.
9. It was noted that both the Land, Building, e tc . , and Contract Re­
tention accounts were understated by $2, 500.00. The cause of the un­
derstatem ent was due to a payment made to a contractor for which there 
was no retention posted. This retention represen ts an amount withheld 
for landscaping work which will be completed in the spring of 1950.
Insurance: The insurance policies were not in the office when they were requested 
in connection with this examination. After approximately two weeks, a number of poli­
cies were presented for examination, of which three were still in effect. The policies 
were examined and in this connection the following was noticed:
1. There is  no surety bond on any of the officers of the Authority, 
nor is there  any entry in the books which might suggest that there is a 
bond of this nature now in effect. The records indicate that a Position 
Schedule Bond for $100,000.00 was in effect to December 9, 1949, but 
apparently it was not renewed. The records of the Authority do not in­
clude all the necessary  information relative to these bondings and it was 
necessary  to visit the State Housing Board in Boston to determine the 
amounts of the bonds in effect, etc.
2. There appears to be no Workmen's Compensation Insurance ef­
fect on a maintenance employee working on the 200-1 project, although 
there is  a Workmen's Compensation policy covering the Federal pro­
ject and the office employees. It is advised that these employees should 
be covered.
3. There is a Money and Securities Policy (Broad Form) of the 
National Surety Corporation of New York in effect which apparently ex­
p ires April 11, 1950. This protects against direct loss of money and 
securities occuring on the prem ises, occasioned by actual destruction, 
disappearance or wrongful abstraction, and also for the direct loss out­
side the prem ises while being conveyed by a messenger. The amount 
of coverage is $2,000.00 within and $2,000.00 outside the premises.
The premium is not charged to the 200-1 project and probably was paid 
by the Federal project. It would seem that this charge should have been
prorated.^ Housing Board has directed this Authority that the Pub­
lic Liability on Vacant Land policy should be canceled when all the units 
are  occupied. It was noted that policy #GL224463 dated November 17, 
1949 to expire November 17, 1950, is a policy covering certain liability 
on vacant land. This is therefore obviously a coverage of the vacant 
land to be used for the 200-2 project and, therefore, should be charged 
to it It was further noticed that no charge was made anywhere for this 
policy nor does there appear to be an unpaid invoice on hand.
Fminent Domain - Legal Services - Fees: Project Number 200-2 is to be located on 
the i L  taken in connection with the earlier 200-1 project It is understood that the 
costs between the two projects will be apportioned at a later date.
1
title
real
A fee of $60.00 per parcel was paid to an attorney for furnishing 
abstracts and other services in connection with passing of titles on 
estate acquired. As 39 abstracts were required it was necessary
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to expend $2,340.00 for this purpose. This expenditure was approved 
by the State Housing Board in their le tter of January 27, 1950. This 
amount is to be prorated  to the two projects, 200-1 and 200-2.
2. An attorney, who at the sam e tim e is  employed by the City of 
Chelsea in the Assessing Department in the capacity of Title Clerk, has 
been paid or is  to be paid the following fees including the foregoing which 
were authorized by the State Housing Board:
Legal Services for P roject 200-1 
Legal Services for P ro ject 200-2 
Land Title Work for both projects 
Total Legal Fees
$3,500 00 
5,000 00 
2,340 00
$10,840 00
Architectural Services on Change O rders: Schedule No. v m  indicates that the total 
authorized change o rders on project 200-1 totaled $76, 677. 81. In this respect it was noted 
that the architect has charged fees to the Authority on the basis of $73,153.73 of these ex­
tras. The charges for these ex tras were apparently based on the authority of the follow­
ing letter from the State Housing Board:
THE COMMONWEALTH OF MASSACHUSETTS 
STATE HOUSING BOARD 
18 TREMONT STREET, BOSTON 8
Office of the Chairman
Philip S. Jackson, Executive Director 
Chelsea Housing Authority 
Room 303, City Hall 
Chelsea, M assachusetts
April 29, 1949
Dear Mr. Jackson:
This is  in answer to your inquiry regarding inclusion of the cost of ex­
tras  in the sum upon which the arch itec t’s fee is based. You a re  au­
thorized to include the cost within such sum.
Very truly yours,
(signed) HAROLD ROBINSON 
Director
The practice of paying the architect for these serv ices is questioned, particularly  in 
view of the fact that the serv ices perform ed by him or his staff in connection therewith, 
apparently do not involve much, if any, additional drafting.
In this connection a later directive from the State Board of Housing is shown:
Architect’s Contract
December 13, 1949
There has been some confusion regarding payment to architects for 
work done during construction. The question has been ra ised  as to whe­
ther the architectural fee is based upon the construction awarded or the 
construction award plus ex tras. The purpose of this memorandum is to 
clarify that question.
The Contract for A rchitectural Services specifically provides that the 
figures against which one applies the table of percentages is the bona fide 
construction bid. That figure is not to be increased by the cost of any ex­
tras  or change o rd ers . Compensation for changes in plans after an award, 
is taken care  of by A rticle II, P a rt III of the Contract for A rchitectural 
Services. Where change o rders or proceed o rders a re  prepared which 
do not involve additional drafting, there will be no compensation paid to 
the architect.
HR:rmd / s /  HAROLD ROBINSON Director
Payments from  Administration Fund - P roject 200-1: In vouching check payments 
trom this fund certain  invoices for serv ices, e tc . , were noticed the propriety of which is 
questioned. Included among them were the following, which a re  shown only for the pur­
pose of illustration: F
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1. Invoice of Belco Construction Company for inspection
of roofs for leakage
This amount was charged to the Administration Fund 
and seem s to be a correc t charge to the contractor. 
(Development Fund).
2. For wiring a light fixture
This project was guaranteed for a year.
3. Parkway P est Control
The minutes of the Board indicate that this contract 
was for $50.00. The authorization for paying 
$135.00 was signed by a member of the Board
4. Service calls on oil burner
This serv ice should have come under the guaranty.
5. Construction Company
This pipe was laid by this contractor and it appears 
he should be charged. There is  no authorization for 
payment, but payment has been made nevertheless.
6. E lectric  Company
E lectric  work done at Building 1, Apt. 2
This work should have been perform ed under the
guaranty.
$350 00
3 81 
135 00
8 50 
58 80
4 00
Bids and Specifications Report - P roject 200-2: It was noted that deposits on plans 
and specifications in the amount of $2,200.00 were being held in the office. Of this a- 
mount $100.00 was in currency. It is advised that these deposits should be handled in ac­
cordance with the procedure outlined in the Manual of Instructions issued by the State 
Housing Board.
DEDHAM HOUSING AUTHORITY REPORT No. H-5
Housing Authority Office - Participating Contractors' Contributions: In one of the 
c e lla rs  of the project, the various contractors have furnished all necessary labor and ma­
te r ia ls , such as, paneling, flooring, light fixtures, e tc ., as their voluntary contribution 
to provide an adequate office for the Authority.
Annual Report: Section 26U of Chapter 121 of the General Laws, as amended, pro- 
vides that the housing authorities shall make an annual report in the month of January to 
various State and municipal officials. No report had been made to date of audit by this 
Authority. This m atter was discussed with the Executive Director, and it was under­
stood that he will take steps to prepare this report.
Dwelling Rent Charges: Attention is called to the following schedule showing * d«; 
tail of the rental rates per unit in the project constructed and operated by this Authority.
No. of
Units $24.00 $26.50
Rate
$29^00 $31.50 $34.50 $37,00 Total
1
15
1
30
8
25
15
30
80 15 1 30
25
25
24 00 
397 50 
29 00 
945 00 
276 00 
925 00
$2, 596 50
These are the lowest rates for rents noted by this office of any authority audited Uius 
far and they are apparently adequate to meet the costs of the project. It w as  understood 
from an official of the Authority that he has corresponded with various public housing au­
thorities throughout the country, and to date has found none with as low rents as noted 
here for this type of project.
Fire Insurance- The fire insurance was charged in error to the Development Fund, 
n was noted that the Prepaid Insurance is still at the full payment price, although four 
months had elapsed at date of audit. This is due to the fact that they cannot write off as 
expense any part of it until it is transferred to the Administration Fund. Their accountant
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will remedy this situation in the near future.
EASTHAMPTON HOUSING AUTHORITY REPORT No. H-48
Rent Receipts: It is recommended that the Authority use serially  numbered printed 
rent receipts, in order to facilitate the control of income derived from rents.
Architects Fees: The Easthampton Housing Authority has paid to the architect the 
sum of $8, 566.17, which rep resen ts a partial payment of 70% of the total fee computed 
by the architect of $12,237.37, based on Tables I, II and IH of the schedule of architects 
fees. The computation by the architect based on Tables I, II and III is as follows:
Percentage 
From  Fee
Part Cost Fee Table Table Total Fee
(1) Construction $202,167 45 I 5.32% $10,755 30
(2) Site 13,150 00 II 7.5 % 986 25
(3) Planting 4,132 00 ra 12.00% 495 84
$219,449 45 $12,237 39
This bill submitted by the architect is apparently in e r ro r . The fee for construction 
was computed on Table I, which pertains to two story row houses and/or flats of not less 
than four family units in a single building. The projects however consist of 22 houses of 
one family units. The fee for all three parts was not computed on a ra tio  of the actual 
construction bid to estim ated cost.
The architects fees based on the proper Tables II, IH and IV should have been as 
follows:
Percentage 
From Fee
Part Cost Fee Table Table Total Fee
(1) Construction $197,096 50 IV 10% of construc­
tion for 2 units $1,791 80
Plus $100. 00 each 
for 18 units 1,800 00
Plus $50.00 each 
for 2 units 100 00
$3,691 80
(2) Site 17,298 67 n 7 .5  % 1,297 40
(3) Planting 5,053 78 hi 12.00% 606 45
$219,449 95 $5, 595 65
From the foregoing two schedules it appears that the authority has overpaid the a r ­
chitect to date in the amount of $4, 649. 21.
This situation was discussed with the D irector of the State Housing Board and he in­
dicated that the fee for arch itectural se rv ices should have been based on Table II, IH, and 
IV. He also sta tes that the architect had done considerable work in designing row type 
houses which were not accepted by the authority. It was his opinion that the architect 
should be compensated for this work.
It is recommended that future payments to the architect be suspended until the local 
authority, the Chairman of the State Housing Board and the architect can agree upon a 
corrected contract for arch itectural serv ices.
Development Cost: It was estim ated by the m em bers of this Housing Authority that 
the final development cost of the project will exceed the maximum development cost in 
the contract for financial assistance. It is recommended that the local authority take the 
necessary steps to reduce the scope of the project in a manner satisfactory to the C hair­
man of the State Housing Board so that the actual development cost will not exceed the 
maximum development cost.
EVERETT HOUSING AUTHORITY REPORT No. H-15
Books of Account Kept by Private  Accountant: This audit was sta rted  on March 13,
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1950. At that time it was found that the books of account have not been posted since Jan- 
kkry 31» 1950. The books of the Authority are  posted and financial statem ents are  pre­
pared by a private accountant who v isits the Authority's offices periodically. It was 
necessary  for an employee of the Authority to call the accountant and have him bring the 
books of account up to date.
Certificate of Purposes and Statement of Cash Requirements: It was noted while pre­
paring a comparative statem ent of estim ated and actual development costs that in spite 
of the fact that the contract for financial assistance had been amended from $2,941,000.00 
to $3,035,000.00 on June 6, 1949 this Certificate of Purposes had not been executed as 
of date of audit, March 13, 1950.
Contract for A rchitectural Services: It was noted in computing the architect's fee 
based upon the actual construction cost, that the fee estim ated by the architect was over­
stated by $2,295.23. It is  suggested that before final payment is made to the architect, 
th is m atter be taken up with the State Housing Board for review and subsequent approval.
Investments: In th is connection it was noted on date of audit that there was a cash 
balance in the development fund of $612,024.43. It is recommended that such excess 
funds be invested in United States T reasury Bills, as suggested in the State Housing Board 
memorandum of September 16, 1949.
C ontracts and Change O rders Affecting Contracts Not Posted to General Ledger Ac­
count - Contract Awards: It was noted on date of audit, that the balance of this account 
per the books was $582, 527.76. An analysis of this account showed that the actual bal­
ance was $674,718.12, a difference of $92,190.36. This amount represents the contract 
for painting, $77,500.00, the contract for gas ranges, $11,510.60, and approved change 
o rd ers  in the amount of $3,179.76. As a resu lt of the failure to post the contracts and 
the change o rd ers  when they were approved, the liability of the Housing Authority on the 
uncompleted portion of the development cost contract has been understated in the monthly 
balance sheet as submitted to the State Housing Board, as follows:
Liability
Month Reported Actual Understated
August 1949 $2,068,939 90 $2,145,466 46 $ 76,526 56
September 1949 1,631,704 24 1,730,582 08 98,877 84
October 1949 1,357,945 30 1,456,823 14 98,877 84
November 1949 1,107,114 13 1,220,699 67 113,585 54
December 1949 934,846 83 985,068 37 50,221 54
January 1950 750,241 65 824,908 94 74,667 29
February 1950 582,527 76 674,718 12 92,190 36
It was fu rther noted in this connection that a journal entry was made on December 31, 
1949 for contract change o rd ers  in the amount of $65, 988. 95. Of this, $28,930.70 repre­
sents change o rders that had not been approved by the State Housing Board.
It is suggested that the account be adjusted to show the actual liability of the Authority.
Rent Receipts: In connection with the rent receip ts on hand it was noted that they 
were not numbered. It is advised that these receipts should have been numbered by the 
p rin ter.
Unearned Discount: It was noted that the unearned discount on United States Treasury 
Bills was credited to the Development Cost Account - Interest in Development at the time 
of investment. This resulted in the Investment Account being overstated and the Develop­
ment Costs were accordingly understated. It is recommended that the Unearned Discount 
be handled in the manner prescribed in the Manual of Accounting Procedure of the State 
Housing Board.
Insurance on Furniture: In examining the insurance carried by the Authority, it was 
noted that there was no fire insurance carried on the furniture and fixtures in the Au­
thority 's office. In view of the fact that furniture and fixtures in the office are valued at 
$3,101.37, it is recommended that adequate fire insurance be provided.
Overpayment to Collector of Internal Revenue - Account of Withheld Taxes: It was 
noted that on January 10, 1950 a disbursem ent was made in the amount of $628. 60 to the
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Collector of Internal Revenue. This amount was supposed to rep resen t the taxes with­
held from employees for the quarter ending December 31, 1949. An examination of this 
account showed that the liability of the Authority in this rep o rt on December 31, 1949 was 
only $583.70, a variance of $44. 90. It is  recommended that steps be taken to co rrec t 
the situation.
Miscellaneous Income: On December 30, 1949 the E verett Housing Authority ac ­
quired title to land known as the Coburn E state. P rio r  to the acquisition of this land the 
city rented the land at the following ren ta ls.
A. $35.00 per year
B. 15.00 per year
C. 15.00 per month
The annual rent paid by "A" was received by the City of Everett in 1949.
Negotiations a re  being carried  on with "B" to ren t their land at $50.00 a month on a 
license basis. This will enable the Authority if necessary  to have ’’B” vacate with only 
15 days notice. While the audit was in p rogress two checks for $15.00 each were r e ­
ceived by the Housing Authority. These have not been deposited as a tenancy would have 
been created.
There has not been any action in the m atter of "C. " Apparently the owner is not op­
erating the concession, although he has available a sm all building with his equipment, 
e tc ., on the site. It is suggested that the Housing Authority take action on th is m atter so 
that all possible income can be derived from  the property.
FALL RIVER HOUSING AUTHORITY REPORT No. H-17
General -  Joint Expenses of the Several P ro jects: Expenses for pay ro ll and certain  
miscellaneous expenses which are  chargeable to two or more projects a re  paid from  the 
bank account of the Federally-A ided project.
Whenever possible these expenses are charged on the basis of applicability. Where 
such distribution is not proper, an alloctation is made on the basis of the number of units.
At the end of each month the severa l p ro jects re im burse  the Federally-A ided project 
for their proper share of the expenses.
In order to provide sufficient cash to meet these item s, the various projects advance 
money which is deposited in the bank account of the Federally-A ided project. These ad­
vances are carried  as Accounts Payable - Sundry on the books of the Federally-A ided 
project, and as Accounts Receivable - Sundry on the books of the project advancing the 
money.
As of February 28, 1950, P ro jects 200-1 and 200-2 had advanced $1,000.00 each.
Chapter 372 - Rent Due: It was noted that on the date of audit a  total of $2, 624.85 
was due to the Fall River Housing Authority from present and form er tenants.
It was determined that necessary  steps were being taken to make collections on those 
accounts included with the foregoing which are  in a delinquent status.
Chapter 200-P ro ject-l - Contract for Financial Assistance: The certificate of pur­
poses and statem ent of cash requirem ents has been revised  from  $1, 600,000.00 to 
$1,450,000.00 because the number of dwelling units to be built under this project was r e ­
duced from 149 to 131.
As of the date of audit, the revised  contract for financial assistance had not been r e ­
ceived by the Local Authority from  the State Housing Board.
Chapter 200 - Project-1  - Investments in United States Securities: It was noted that 
the investments in United States Securities a re  being carried  at their cost of 
$1,099,521.32. The m aturity value of these investm ents, however, is  $1,102,810.00.
The manual of instructions of the State Housing Board p rescrib es that in te res t to be 
realized on investments should be set up as a liability at the time of investment and that 
the investment should be carried  at m aturity value.
Chapter 200 - Project-2  - Occupancy: On the date of audit, this project was in the 
construction stage. During the course of the audit, 50% occupancy was achieved.
Chapter 200 - P ro je c t-2 - Investments in United States Securities: It was noted that 
investments in United States Securities a re  being carried  at their cost value of 
$300,000.00. The maturity value of these investm ents, however, is  $303,375.00.
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The manual of Instructions of the State Housing Board prescribes that in terest to be 
realized  on investments should be se t up as a liability at the time of investment, and that 
the investment should be carried  at m aturity value.
Chapter 200 - Project-2  - Advances to P roject 200-3: It was noted that payments 
had been made on account of prelim inary expenses of P roject 200-3 in the amount of 
$898.86 as of the date of the audit. Additional payments were made in March 1950 so 
that total payments of $2,213.87 were made. These payments had been made out of Pro­
ject 200-2 funds, and the $2,213. 87 was being carried  on the books of Project 200-2 as 
an account receivable from  P ro ject 200-3. When it was called to the attention of the 
local Authority that such payments were contrary to the Development Fund agreements 
of P ro ject 200-2, the local Authority reim bursed P ro ject 200-2 in the amount of $2,213.87 
from  a fund established by advances received from  the City of Fall River.
This la tter fund, called the Local Fund, it is  understood is recorded on the records 
of the Federally-A ided projects.
Chapter 200 - P ro ject-2  - Deposits for Contract Perform ance: It was noted that 
there  were two certified  checks totaling $899.62 in the office on the date of audit. These 
checks had been received as guarantees on a contract and are  subject to refund upon sat­
isfactory completion of the contract.
The receip t of these checks had not been reflected on the books of account.
It is  recommended that a ll deposits be credited to the appropriate account upon re­
ceipt and be deposited in a  bank account in conformance with instructions received from 
the State Housing Board.
Chapter 200 - P ro ject-3  - Deposits on Plans: It was noted that there were eight 
checks totaling $400.00 in the office on the date of audit. These checks had been received 
as deposits for plans and specifications and are  subject to refund upon their return to the 
local Authority.
The receip t of these deposits had not been reflected on the books of account.
It is  again recommended that all deposits be credited to the appropriate account upon 
rece ip t and be deposited in a bank account in conformance with instructions from the State 
Housing Board.
Chapter 200 - P ro ject-3  - Accounts Payable: As of February 28, 1950 payments 
amounting to $1,398.86 had been made on account of preliminary expenses of Project 
200-3. Of this amount, $500.00 had been paid from the Local Fund advanced by the City 
of Fall R iver, and $898. 86 had been paid from funds of Project 200-2.
As yet, no books of account for Project 200-3 have been set up in which to record 
these item s.
FALMOUTH HOUSING AUTHORITY REPORT No. H-58
Bonds: It was noted that there were no fidelity bonds for employees in effect as of 
the date of audit. While the audit was in progress steps were taken to place these em­
ployees under the blanket bond set up by the State Housing Board.
Deposits During Development: It was noted that there was a certified check in the 
amount of $500.00 in the office of the Authority on the opening date of the audit. This 
check had been received as collateral on a contract and is subject to refund, upon satis­
factory completion of necessary work. This transaction, however, was not reflected on 
the books of this Authority.
It is  recommended that all deposits be credited to the appropriate account upon re­
ceipt. They should also be deposited in a bank account in conformance with the instruc­
tions of the State Housing Board.
Change Orders- Change orders totaling $2,044.00 had been entered on the books to 
the date of audit. It was noted, however, that the total of the approved change orders as 
of the date of audit.amounted to only $1,100.00.
Approvals for the change orders for the remaining $944.00 could not be located.
FRAMINGHAM HOUSING AUTHORITY REPORT No. H-16
General - Books of Account of Authority Kept by Executive D irector: The books of 
account of the Chapter 372 project and the Appropriated Fund are  maintained by the Ex­
ecutive Director It was noted on the date of the audit that these books were not posted
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currently. It was noted that the only books of record  kept on the construction account 
were the cash receip ts and disbursem ents. It appears that with the other duties of the 
Executive D irector, he is unable to devote the necessary  tim e to keep these records 
posted currently.
General - Chapter 372: Transactions of this project were checked only for the period 
from August 9, 1949 to date of audit, since prio r to this date the examination was made 
by the Division of Accounts in the State Department of Corporations and Taxation.
Chapter 372 - Adjustment of Funds from  Operating Account to Construction Account: 
The State Housing Board notified this Authority that an insurance adjustment between the 
operating and Construction accounts for $319.77 was necessary. This adjustment would 
increase the cash balance of the Construction Account and correspondingly decrease the 
development costs. To the date of audit, the adjustment had not been made.
Chapter 372 - Rent Receipt Books: The rent receip t books are  not kept in num erical 
sequence and the sam e se rie s  of numbered books a re  used for both State and Federal p ro­
jects. It was suggested that a different se rie s  be obtained for these two types of projects 
and that separate controls be maintained.
Chapter 372 - Tenants' Security Deposits: It was noted that a $10.00 security  deposit 
was still on hand for a form er tenant who moved, owing rent of $128.00. It is advised 
that this deposit be used to reduce this obligation.
Chapter 372 - Rent Due: It was noted on the date of audit per tenants' ledger that 
$877.00 was due this Authority from  present and form er tenants for rent. The. Tenants' 
Accounts Receivable Account showed a balance, however, of $923.00. This difference 
was caused by recording a February 1950 ren t receip t of $46.00 in March 1950, in the 
Cash Receipts Book.
Chapter 372 - R eserve for Tenants' Accounts Receivable Account: There is a bal­
ance in this account of $917.81 which represented  the balance of tenants' accounts rece iv­
able due on January 31, 1950. As no adjustm ents a re  being made through this account, 
the balance is unnecessary; therefore, it is suggested that it be eliminated.
Chapter 200-1 - Employment of Personnel: Authorization for the employment of 
part-tim e clerical personnel could not be found recorded in the minutes of the Authority's 
meetings.
FRANKLIN HOUSING AUTHORITY REPORT No. H-53
General - Journal Entries: It was noted that there  were journal entries made for in­
vestment cash transactions. It is suggested that all cash transactions should be made 
through the cash book.
General - Adm inistrative Funds Charged for Development Expenses: It was noted 
that the following item s were charged to the Adm inistrative Fund Expense:
It would appear that the foregoing should be adjusted from the Adm inistrative Fund 
and charged to the Development Fund.
General - Change O rders: Change order num bers 2, 4, and 5 were not available for 
examination. A copy of all change o rd ers  should be kept in the files. It was also noted 
that change order number 5 was not approved by the State Housing Board at the date of 
audit but was already posted in the books. Change o rd ers  should not be recorded until 
they have been properly authorized.
GLOUCESTER HOUSING AUTHORITY REPORT No. H-10
General - Books of Account: Transactions of this Authority a re  recorded by both the 
Housing Manager and a private accountant. The Housing Manager records check dis-
Three Large B urners
Liability Insurance
Advance Water Charge Services
$ 24 00 Operating Services 
63 56 General Expenses 
140 00 Utilities
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buhsements and cash receip ts and also posts to the Tenants' Accounts Receivable ledger. 
The duties of the private accountant who v isits the office monthly Include the following:
1. Sets up Tenants' Accounts Receivable from  the rent ro ll.
2. Posts transactions to the general ledger from  all books of original
entry.
3. Journalizes all en tries In the general journal.
4. P rep ares Balance Sheets and a comparative rep o rt of development
costs which are  required by the State Housing Board every month.
In this connection several bookkeeping e r ro rs  were noted in connection with the cur­
ren t examination. These included item s of the following nature:
1. When Certain investm ents were sold and reinvested in other securi­
tie s , the only entry made was for the in te rest earned. The entry 
should have also indicated the complete record  of the sale and re ­
purchase.
2. A net cred it to the ren t account is  se t up each month rather than a
g ross credit. Because of the method employed, vacancies as they 
occur are  not specifically shown. The arrangement presently used 
is  not in conformance with the Accounting Manual of the State Hous­
ing Board.
3. Certain expense item s are  all grouped in one general ledger account.
These include item s which should properly be posted to accounts 
such as:
Account No. Name
4100 Management
4200 Operating Services
4300 Dwelling and Commercial
Utilities
4400 Repairs, Maintenance, and
Replacements
4700 General Expenses
The arrangem ent suggested is in conformance with the instructions in the Accounting 
Manual of the State Housing Board.
4. In January 1950, two bank balances, as follows, were transferred 
to the Second National Bank of Boston for deposit:
Cape Ann National Bank $ 50,107 87
Gloucester Safe Deposit and 
Trust Company 50,107 20
$100,215 07
When this entry was recorded on the record, it was treated as 
$100,000.00 received from investments and $215.07 as interest 
received. Actually, however, this amount included originally 
only $80,000.00 as investments and $125.27 of in terest. The 
rem ainder of $20,089.80 represented the actual cash balances 
in the two Gloucester banks before the receip ts from the invest­
ment.
5. On August 15, 1949, the f irs t se rie s  of tem porary notes became
payable. The records, however, only include in terest accrued 
on these notes to August 1, 1949 instead of to the 15th, as was 
actually paid.
6. It was noted that a tenant vacated his apartm ent and his security
deposit was returned to him. The entry for this refund was 
passed through the Expense Account ra th e r than through the 
Security Deposit Account.
Chapter 372 - Remodelling Temporary Units: Leases for these units were examined 
and tabulated. The Authority has fifteen units under this type of housing. The City of 
Gloucester owns four of these units and private landlords own the remaining eleven units. 
According to the following provision of the leases, the owners agreed to insure the
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property In an amount equal to the investment by the city: "The owners agree with said 
City to keep the new construction provided for in this agreement adequately insured a- 
gainst loss by fire  in an amount satisfactory  to the Municipal Council of said City, but in 
no event in an amount less  than the amount of the C ity 's contribution to said remodelling 
and said policy of insurance is to provide in substance that the loss, if any, shall be made 
payable to said city at all tim es during the life of this agreem ent and lease as its in terest 
may appear."
Despite this provision, with the exception of one, all lesso rs  concerned, failed to 
comply with it. This apparently was done on the basis of the following vote of the City of 
Gloucester Municipal Council:
In Municipal Council 
February 11, 1949
INSURANCE ON REMODE LUNG PROJECTS
The Council reconvened after holding a conference with the Gloucester 
Housing Authority on the m atter of the lack of adequate insurance on the r e ­
modelling jobs and the attitude of certain  banks relative to the leases on the 
properties mortgaged at those banks. On motion of Alderman O'Connell it 
was voted to authorize the Gloucester Housing Authority to place such fire  
insurance on all the remodelling projects as would cover the C ity 's financial 
interest in those projects, and that the provisions of the agreem ents and 
leases be called to the attention of the owners of the properties that those 
provisions relative to fire  insurance be carried  out. The meeting was ad­
journed at 9!15 p. m.
Attest: s /  Carlton W. Wonson
Clerk pro tem
It is understood that to date no action has been commenced against the le sso rs , even 
though the aforementioned vote indicates that the provision of the agreem ents should be 
called to the attention of the owners of the p roperties concerned.
Project 200 - 1 - Additional Units: As an additional 40 units a re  to be constructed on 
the same site as the original 120 units, an amended contract for financial assistance has 
been made. The amount shown on the Balance Sheet as Notes Authorized will be increased 
to $1,828,000.00 because of this consolidation.
Project 200 - 1 - Date of Occupancy: It has been estim ated by the local authority that 
the original 120 units will probably be occupied on or about May 1, 1950.
Project 200 - 1 -  A rchitect's Services: It was s till  impossible to determ ine the act­
ual amount for A rchitect's Services for general construction, including basic serv ices 
for normal structural plumbing and e lectrical engineering serv ices, and general super­
vision because the different type of construction employed pose a problem.
It has been definitely determ ined that both fees for site , engineering and landscaping 
are not computed in accordance with provisions of the A rch itect's Contract. The pro­
vision states that, "The cost of the construction work on which such fees shall be based 
shall be that percentage of the lowest bid made in good faith for the construction of the pro­
ject which the estim ated cost of site  and planting work b ears to the Total Estim ated P ro ­
ject Cost as approved by the Authority. " The architect used the straight estim ated figure 
In his computation of the fee. According to information received at the State Housing 
Board and from m em bers of the local housing authority, these fees will have to be r e ­
figured and adjusted and a settlem ent made accordingly.
Special Account: This account rep resen ts money granted to the Housing Authority by 
the City of Gloucester to meet special o r unusual Items and prelim inary expenses in de­
veloping a new project. Transactions in this account were audited from  July 14, 1948 to 
January 31, 1950. The original appropriation was $1,100.00. Expenditures from  this 
account were for sm all bonuses to employees at C hristm as; rep a irs  not authorized to be 
taken from other project funds, etc.
GREENFIELD HOUSING AUTHORITY REPORT No. H-33
Chapter 372: Transactions were examined only for the period March 1, 1949 to
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April 30, 1950. All transactions p rio r to March 1, 1949 had been examined by the Divi­
sion of Accounts in the State Department of Corporations and Taxation.
Chapter 200 - Investments: The Greenfield Housing Authority failed to reduce the 
net cost of in te rest during development because it did not invest its surplus funds in U- 
nited States T reasury B ills as recommended by the State Housing Board. The Authority 
averaged $150,000.00 in uninvested cash during the period under examination.
HOLYOKE HOUSING AUTHORITY REPORT No. H-24
Federal P ro jects: The financial records of the Federal projects Mass. 5-1 and 
Mass. 5-2 were not examined. This Authority has title  to these projects. It has financed 
these projects through its own bonds and receives a subsidy from the Federal Government 
under Public Law 671 and Public Law 412. By virtue of the subsidy from the Federal 
Government, these projects a re  subject to audit by Federal auditors.
Chapter 372: Transactions in the construction and the management accounts were 
examined only for the period from  July 1, 1949 to March 31, 1950. All transactions 
p rio r to July 1, 1949 had been examined by the Division of Accounts in the State Depart­
ment of Corporations and Taxation.
Chapter 372 - R eserves: Section 8C of Chapter 372 of the Acts of 1946, as amended, 
sta tes as follows:
"Whenever a housing authority has received money appropriated by 
a city o r town for the development and construction of a project for pro­
viding shelter for veterans under paragraph (3) of section six and has 
constructed such a project and rental dwelling units therein to veterans, 
it shall repay to the city annually the excess, if any, of the receipts de­
rived from  said property over the expenses for the operation and main­
tenance thereof, including in such expenses a reasonable allowance for 
re se rv es  for rep a irs , maintenance and replacements not exceeding ten 
per cent of the g ross rents of the f irs t y ear's  occupancy and for vacancy 
and collection losses not exceeding three per cent of such gross rents. "
The financial records of the Holyoke Housing Authority as of March 31, 1950, in this 
re sp ec t indicate reserv es set up in the total amount of $9, 571.38. Of this amount 
$1, 125.92 is for vacancy and collection losses and $8,445.46 is for repairs, maintenance 
and replacem ents. An analysis of the account indicates that in conformance with the a - 
forementioned statute, only the following reserves should have been established:
Gross Rent 
F irs t Year
Reserve For 
Repairs, Maintenance 
and Replacements
Reserve For 
Vacancy and 
Collection
Total
Reserves
$31,680 00 10% of 1 - $3, 168 00 $3,168 00
31,680 00 3% of 1 - $950 40 950 40
Total Reserves to 
be set up under 
Chapter 372 $3,168 00 $ 950 40 $4,118 40
R eserves se t up on 
financial records 8,445 46 1,125 92 9,571 38
Excessive Reserves $5,277 46 $175 52 $5,452 98
It is suggested that the reserves indicated above be adjusted to comply with the pro­
visions of Section 8C of said Chapter 372.
Chapter 372 - Operating Budget: The Holyoke Housing Authority has not prepared or 
submitted to the State Housing Board operating budgets for the fiscal years 1949 and 1950. 
In compliance with Section IV of the instructions issued by the State Housing Board, dated 
October 1, 1948, it is indicated that an operating budget is prepared at least 60 days be­
fore the s ta r t of the fiscal year and should be submitted to the State Housing Board for ap- 
proval.
Check Register: Checks issued for projects 372 and 200-1 are  in voucher form.
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There is no record  of cash balances for the checking accounts. It is recommended that 
a check reg is te r be installed for all checking accounts and that progressive balances be 
shown.
Positions Bonded: Employees and m em bers of this Authority who handle or who are  
responsible for cash under Chapter 372 and Chapter 200 are  not bonded. It is recom ­
mended that the necessary  positions be bonded.
Central Office Costs: The sa la ries  and operating costs of the central office a re  all 
charged to the Federal projects. It is  recommended that these costs be prorated  among 
all the projects.
Subsidy 372: P ro ject 372 was fully occupied on October 1, 1947. As of March 31, 
1950, the City of Holyoke had not received the subsidy of 2% of the final cost of develop­
ment. The financial records of the Holyoke Housing Authority indicate a  cost of develop­
ment of $551,079. 20. Assuming that this amount is the final cost of development, the 
City of Holyoke should receive an annual subsidy of $11,021. 58 for a period of five years. 
It is understood that the Holyoke Housing Authority has failed to secure  the necessary 
data to support its expenditures on account of development cost thereby causing a delay.
LAWRENCE HOUSING AUTHORITY REPORT No H-18
Revolving Fund: Due to the fact that different pro jects a re  operating under the ju r is ­
diction of the local authority, and expenditures a re  made that apply to all p ro jects, a 
central disbursing fund has been se t up which is called the "Revolving Fund". In order 
to establish this fund, $10,000.00 was tran sferred  from  the federally aided project and 
$1,000.00 was transferred  from  the Chapter 372 - Management Account. Obligations of 
all the projects are  usually paid for from this fund, and at the beginning of each month, 
each project will re im burse  the revolving fund for whatever was paid from the fund in the 
previous month that applied to each particular project.
Consoldiation of P ro jects for Certification: Both P roject I and Pro ject II were con­
structed at the same site and have been consoldiated into one project under "Manage­
ment. It will also be considered as one project for the purpose of receiving its annual 
subsidy, which it will receive when certified by the State Housing Board in the near 
future.
LEOMINSTER HOUSING AUTHORITY REPORT No. H-47
Annual Report: Section 26U of Chapter 121 of the General Laws, as amended, p ro­
vides that the housing authorities shall make an annual report in the month of January to 
various state and municipal officials. No report of this type had been made to date of 
audit by this Authority. This m atter was discussed with the Authority, and it is under-
stood that steps will be taken to p repare this report.
Rents:
Minor Dependents Rent Income Ratios Minimum Rents
1 or less 18% $30 00
2 16% 26 50
3 or more 14% 23 50
Income Limitations
Minor Dependents Admission Limits Continued Occupancy Limit
1 or less $3,250 00 $3,750 002 3,375 00 3,875 00
3 or more 3,500 00 4,000 00
Minute Book: It was noted that the minute book of the Authority was not kept current, 
rom May 28, 1948 to January 6, 1950 the minutes of the meetings were kept on scrap  
paper. Some of the notes were very vague and were not dated. A member of the Au- 
ority explained that the minutes of the meetings a re  being copied into the minute book 
whenever convenient.
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LOWELL HOUSING AUTHORITY H-58
General - Books of Accounts of Authority Kept by Authority's Accountant: This ex­
amination was initiated on June 15, 1950. At that tim e it was noted that the cash books 
and ledgers pertaining to the various projects had not been posted since April 30, 1950. 
After counting the cash and asking the Accountant to obtain the bank statem ents on the 
various accounts, it was necessary  to suspend the audit until the records could be brought 
up to date by the Authority. On June 30, 1950 the books were s till not currently posted. 
Because of th is, it was impossible to take a tr ia l balance of the general ledger and rec­
oncile and balance the various cash and bank accounts. It was also impossible to properly 
analyze cash receip ts and disbursem ents and make an analysis of the accounts receivable. 
It was fu rther noted that only one report has been sent to the State Housing Board since 
the inception of the project. It was understood that the April report will be a resume of 
the activities of the project from  July 18, 1949 to April 30, 1950. It is recommended that 
monthly reports should be prepared  and sent to the State Housing Board for all necessary 
months. An annual report should have also been sent in the month of January in accord­
ance with Section 26U of the Housing Authority Law.
Chapter 372 - P ro ject V-19105: It was noted that on date of audit a total of $1,199.95 
was due the Lowell Housing Authority from present tenants for outstanding rent, which is 
aged as follows:
Ageing of Accounts Receivable
Six Months Overdue $ 186 30
Four Months Overdue 126 00
Two Months Overdue 316 73
Current 570 92
$1, 199 95
Analysis of Cash D isbursem ents: It was noted that a Title Examination Fee of 
$1,750.00 was im properly charged to Account Number 1410-Administration Expenses. It 
is  advised that this fee should have been charged to Account Number 1440-Acquisition of 
Site.
MALDEN HOUSING AUTHORITY REPORT No. H-26
Pro ject 200 - Travel Expense: The Travel Expense account was charged with$192.95 
which was the expense incurred for the Ground Breaking ceremony and $24.75 for the 
spade used in connection with this ceremony. Included also is a charge for $4.87 which 
was paid to the attorney of the Authority which was actually spent for meals. These would 
appear to be im proper charges to the Travel Expense account.
P ro ject 200 - Deposits on Plans and Specifications: On hand at the date of visit was 
a check in the amount of $50. 00 which represented a deposit for plans and specifications. 
This check was given to the Authority at the beginning of the project and to date it would 
appear that the depositor does not intend to return  the plans and specifications. It is sug­
gested, therefore, that this check be deposited in the Development Fund and that the Cost 
of Development be reduced accordingly.
P roject 200 - Furniture and Fixtures: It was noted that an invoice dated December 
10 1949 in the amount of $259. 20 for eight chairs included a provision for a 2% discount 
if paid within ten days. This invoice was paid December 16, 1949 which was within the ten 
day period but the discount was not taken. It is advised that the Authority contact the 
vendor so that this m atter may be adjusted.
Chapter 372 - Expenditures: It will be noted in Schedule No. IV of this report that the 
only expenditure made from the funds of this project was a partial payment on the 
$20 000.00 grant from the City to the Housing Authority. All other expenses incurred on 
this’project were paid from the funds of the Title V project. By this method of accounting, 
it erroneously appears that the project is operating at a profit and that the City, will over 
the period of the lease, be reim bursed the entire amount of its grant. This arrangement 
crea tes the illusion that this investment in remodeling the apartm ents was a wise one be­
cause the City will appear to recover its money. If the expenses applicable to this project 
were paid out of the income of the project and a provision made for the amortization of the 
remodeling costs the profit shown from operation would be reduced considerably and it is
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conceivable that a loss from operation would result.
By the present system  of accounting, the true picture is d istorted in that the profit 
shown on the Chapter 372 project is  overstated while that of the Title V project is under­
stated by the amount of these expenses that are  applicable to the Chapter 372 project.
This is not co rrec t accounting procedure and it is  suggested that each project be charged 
specifically with its own expenses so that the true profit or loss from operations may be 
readily determined.
MARBLEHEAD HOUSING AUTHORITY REPORT No. H-42
General - Annual Report Not Submitted to the State Housing Board: In this connec­
tion it was noted that the annual report required under Section 26U of Chapter 121 of the 
General Laws, as amended, had not been submitted to the State Housing Board. Inas­
much as this report was supposed to have been sent to the State Housing Board on or be­
fore January 31, 1950, it is  advised that this report be compiled and submitted as 
required.
Project 200-1 - Overpayment of A rchitect's Fee: This audit was initiated on May 
23, 1950. At that time it was noted that the architect had been paid a total of $12,340.89. 
In computing the architect’s fee, by applying the percentages shown in the tables attached 
to the architect's contract it was noted that his fee should have been only $11,322. 99, an 
overpayment of $1,017.40. It is therefore recommended that the necessary  steps be 
taken to adjust this m atter.
Project 200-1 - Deposits of Cash Receipts: In checking the used rece ip ts, it was 
noted that collections of approximately $483.75 were made between April 26, 1950 and 
April 29, 1950 but were not posted to the cash receip ts book and deposited until May 1, 
1950. It is suggested that rent receipts be entered in the cash book and deposited daily.
MATTAPOISETT HOUSING AUTHORITY REPORT No. H-38
Deposits on Contracts: It was noted that there were two checks totaling $190.09 in 
the office on the date of visit. These checks had been received as guarantees on con­
tracts and are subject to refund upon satisfactory completion of the contracts.
During the course of the audit these checks were deposited in the bank.
Canceled Checks: It was noted that the bank statem ent and re la ted  checks for Janu­
ary 1950 could not be located for use in the current audit.
MEDFORD HOUSING AUTHORITY REPORT No. H-37
General - Cash Held in Office: While balancing cash on the date of audit several en­
velopes were noted containing various sum s totalling $143.00. This money represen ted  
partial payments of rents on active and inactive tenants' accounts, also income received 
from sales of a stove and a re frig e ra to r. This money had been received at various tim es 
in various amounts from April 1, 1949 to May 17, 1950. Some of this money had origin- 
aily been received in the form of postal notes and money o rd ers . These had been cashed 
and the currency was held in the office. Some of the money received in 1949 represented  
payments on a tenants' account which was charged off when the Federal project was 
turned over to the city. It is recommended that this money be entered imm ediately in the 
proper records and the money deposited.
It was understood that partial payments of ren t a re  accepted and the cash held in the 
office pending receip t of the balance due. It is  suggested that in the future when partial 
payments of rent are  accepted, that the money be entered in the cash book and on the 
tenants' ledger account.
General - Insurance Coverage: On the date of audit several item s not adequately 
covered by insurance were noted. They are:
(1) Public Liability Insurance on Shepherd Brooks House: The re c ­
ords of the Authority show that no insurance of this type is carried .
(2) F ire  Insurance on Furniture and Fixtures: There apparently is 
no coverage on the furniture and fixtures in the office of the Authority.
(3) Fidelity Bonds: The State Housing Board, in general, requ ires 
bond coverage in the amount of $5,000.00 for each $500,000.00 of funds 
available during development. At present the Medford Housing Authority
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has "otes outstanding in the amount of $1,715,000.00.
(4) Burglary Insurance On or Off P rem ises: At present deposits 
are  made daily. The amounts deposited are  often in a substantially 
large amount. As of date of audit there were 210 units occupied and 
it is hoped that initial occupancy of 150 additional units will be made 
in July of this year. This will mean a substantial increase in the a- 
mounts deposited.
In view of the above instances it is  recommended that the m atter of insurance cover­
age be taken up with the State Housing Board as to their suggestions relative to the proper 
amounts and types of coverages needed.
General - Petty Cash Slips not Signed: In this connection, it was noted that in many 
instances petty cash slips, although approved, were not signed by the receiver.
Shepherd Brooks House - Tenants' Accounts Receivable: It was noted that the balance 
as determined by analysis was $40.00 less than that determined from the trial balance of 
the tenants' ledger sheets. Upon examination of the tenants’ ledger sheets it was noted 
that charges in the amount of $45.00 had been made which were not reflected on the rent 
ro ll. It was further noted that cash in the amount of $5.00 had been received and hadnot 
been entered in the cash receip ts book. It is  understood that this $5.00 will be entered 
on the books and deposited in the bank.
Shepherd Brooks House - Operating Budgets not Submitted as Required: Under Sec­
tion 7 of Chapter 372, no expenditure shall be made by any city or town, or by any hous­
ing authority, board or officer acting as agent for such city of town in carrying out the 
provisions of Sections 4 and 6, of more than $1,000.00 in any one year without the ap­
proval of the State Housing Board. In order to eliminate the necessity for processing in­
dividual requests for expenditures exceeding the stipulated $1,000.00, the State Housing 
Board approves annual budgets for the operation of such projects. This apparently con­
stitu tes approval for making expenditures up to the lim it of such budgets without further 
form ality.
This project has been occupied since September of 1946 and to conform to Chapter 
372 the Authority should have submitted an operating budget to December 31, 1946 as well 
as operating budgets for the y ears 1947, 1948, 1949 and 1950. In this connection it is 
mentioned that the remodelling of this project was done under Chapter 13 of the Acts of 
1946 and the Authority was apparently unaware of the fact that this was repealed by Chap­
te r  372.
Shepherd Brooks House - Deficit from  Operations: In this connection it was noted 
that during the period from  November 1, 1948 to April 30, 1950 this project was operated 
at a loss. An operating Statement covering this period indicated that expenses exceeded 
the income in the amount of $41. 98.
Brooks Village - Tenants' Change Fund: This fund is maintained for the purpose of 
making change. It was noted on date of audit that a disbursement was made from it in the 
amount of $18. 35 on July 26, 1949. This was for revenue stamps and recording fees in 
connection with the development of project 200-1. It is recommended that this matter be 
adjusted.
Brooks Village - Stamp or Petty Cash Fund not Shown on Books: In this connection 
a box was found containing currency in the amount of $16. 93 and postage stamps in the 
amount of $2. 80. This represented  the balance of a so-called Stamp or Petty Cash Fund.
It was noted that this account had originally been charged to an expense account. It is 
understood that this fund will continue to be carried . It is therefore suggested that an ac­
count be opened in the general ledger for its control.
Brooks Village - Tenants' Security Deposits: In connection with this account, it was 
noted that the balance in this account was $2,050.00. A tria l balance of this account in­
dicated that $10.00 should have been refunded to a tenant in October 1947. This tenant 
was evicted in July 1947 and in October of 1947 had paid the balance of rent owed. This 
form er tenant has sinee passed away and the whereabouts of his legal he irs is apparently 
unknown.
This tr ia l balance also indicated that an additional $30.00 was held for tenants who 
had vacated owing ren ts in the aggregate amount of $278. 84. It was noted that at the time 
this project was turned over to the City these accounts had been charged off. These de-
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posits should have been used in reducing the amount charged against Collection Losses.
Brooks Village - Operating Budget not Submitted as Required: The operation of this 
project under Chapter 372 became effective as of April 1, 1950. It was noted that the op­
erating budget to December 31, 1950 had not been submitted to the State Housing Board 
as required. It is advised that a budget be submitted as soon as possible.
Brooks Village - Cost of Sales and Service to Tenants Charged to Expenses: In this 
connection it was noted that various item s are purchased by the Authority for rep a irs  to 
property occasioned by negligence of tenants, etc. In instances where the damage is 
found to have been the fault of the tenant, he is charged for the item. There is no adjust­
ment made reducing the actual expense to the Authority for the expenses so reim bursed. 
Consequently the expenses of the Authority a re  overstated by these amounts. It is sug­
gested that in the future the account charged for these purchases be reduced by the a- 
mounts charged the tenants.
Brooks Village - Changes in Accounting Procedure: It was noted that the accounting 
procedure followed varied in several instances from that p rescribed by the State Housing 
Board. These include the following:
Utility surcharges are credited to the account Dwelling Commercial 
Utilities. These amounts should be credited to Dwelling Rent Schedule.
Refunds of unearned rent were charged to Dwelling Rent Schedule. These amounts 
should be charged to the account Dwelling Vacancy Loss, the balance of which rep resen ts 
the amounts of rent not realized due to the vacancy.
Collections on accounts charged off are credited to Miscellaneous Income. They 
should be credited to the account Collection Losses.
Project 200-1 - Development Cost Charges Included in Sundry Accounts Receivable:
It was noted that on July 7, 1949 a disbursem ent was made in the amount of $25.00 to 
cover anticipated expenses to be incurred by the C lerk of the Board of Appeals in connec­
tion with a petition for the sub-division of the site of the project. Due to the fact that a 
refund was anticipated, this amount was charged to Sundry Accounts Receivable. In April 
of 1950 an additional disbursement was made to cover the expenses in excess of the o rig ­
inal $25.00. The Sundry Accounts Receivable account was not adjusted at that tim e.
Project 200-1 - Accounts Receivable Included in Development Costs: In this connec­
tion it was noted that in spite of the fact that the Executive Pay Roll should have been p ro ­
rated between Projects 200-1 and 200-2, it was charged entirely  to the Administration Ex­
penses of Project 200-1. This caused an overstatem ent of $1,511. 25.
Project 200-1 - Stamp Fund not Shown on Books: While balancing the cash an en­
velope was found containing currency in the amount of $11. 36. This represented  the un­
expended balance of the Stamp Fund. This fund was not se t up in the books of account as 
an asset, where it should be shown.
Project 200-1 - Surveys and Maps Charged to Borings and Test P its: It was noted 
that an expenditure in the amount of $400. 00 was charged to the A rchitectural and Engi­
neering subsidiary account, Borings and Test P its. This expenditure was for drawings 
required by the City Engineer in connection with the sub-division of the project. It is sug­
gested that this amount be charged to the Acquisition of Site, subsidiary account, Surveys 
and Maps.
Project 200-1 - Site Improvement Charged to Structures and Equipment: In this 
connection it was noted that there were no charges for Site Improvements. It was noted, 
however, that Site Improvements in the amount of approximately $78,750.00 had been 
charged by the contractor. This amount had been included in the charges to Structures 
and Equipment. It is suggested that the Site Improvements be brought on the records and 
the Structures and Equipment account be adjusted accordingly.
MIDDLEBOROUGH HOUSING AUTHORITY REPORT No. H-4
Contract Deposits During Development: It is noted that a deposit placed with the local 
Authority during the development period and which was subject to refund had not been de­
posited in the bank and credited to the account ’’Deposits During Development Period’’ as
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outlined in the instructions of the State Housing Board.
On the date of audit the trea su re r  had custody of a certified check in the amount of 
$460.00 as security  on a contract. This check was returned during the course of the au­
dit.
No other deposits were noted.
Unearned Discount: It is  noted that the difference between the m aturity value and the 
purchase price of United States T reasury B ills is being credited to the Interest Expense 
Account upon purchase.
It is  recommended that th is difference be credited to the "Unearned Discount" ac­
count until m aturity date or other date of settlem ent of the T reasury Bills.
A rch itect's Fees: It is noted that the total fee payable as computed by the architect 
is  not in agreem ent with the total fee payable as determined by the method of computation 
outlined by the State Housing Board.
This difference amounts to only $50.00.
The local Authority has called the attention of the architect to the difference. 
MILFORD HOUSING AUTHORITY REPORT No. H-7
Adm inistration Fund - Lack of Records: On date of audit, 45 of the units known as 
pro ject I had been occupied. Occupancy of these units began on December 15, 1949 and 
was completed on January 31, 1950. In this connection it was noted that no books of rec­
ord had been opened to cover transactions relating to the management of the units occu­
pied. In o rder to properly reco rd  transactions, it will be necessary to open up control 
accounts in the general ledger and install a cash book and tenants' accounts receivable 
ledger, etc. A ren t ro ll was available and a bank account had been opened. Rent receipts 
given to tenants a re  used, but they a re  not numbered, hence no control could be estab­
lished over them.
This m atter was discussed with the Executive D irector, and it was understood that he 
had requested the occupancy department of the State Housing Board, in a letter dated 
January 14, 1950, to advise him on various aspects of the management of the project, in­
cluding the installation of accounts.
A rch itect's Fees: There is only one project under the supervision of the Authority.
It is  divided into two sections re fe rred  to in the various contracts as projects I and I-A.
It was planned originally to have but one project of 45 units, and at that time bids were 
secured  for construction and a contract was consequently awarded. Various other con­
trac ts  for financial assistance, architectural fees, e tc ., were entered into. At a later 
date it was considered expedient by the local Authority to increase the number of units to 
be constructed by 24 (project I-A), thus making a total of 69 units. At this time new bids 
were requested by advertisem ent, and a second construction contract was awarded. It 
was necessary , therefore, to amend the various other contracts to include these additional 
units. In this connection it was noted that the contract for architectural services was a- 
mended to include the new construction, and it also stated that this fee was to be based 
upon the combined development cost of the two sections of the project.
An examination of the a rch itec t's  bills as rendered by him and paid by the local Au­
thority to date of audit, showed that he was basing his fee for the projects on the two in­
dividual sections and applying the fees individually to each section, rather than applying 
the combined total of the two sections as required by the term s of the amended contract. 
On the basis that the architect is using, the fee for his work came to $35,796.39. A re­
computation based upon the combined total of the two contracts comes to $34, 669.91, a 
difference of $1,126.48. Payments to the architect to date of audit totaled $25,057. 91.
This m atter was discussed with the Executive D irector, and he acknowledged that the 
method used by the architect was incorrect. He stated that he would take the matter un 
with the architect and that the fee would be adjusted on a la te r bill.
MONTAGUE HOUSING AUTHORITY REPORT No. H-19
Rental Charges: The rent charged to each tenant will be at the flat rate of $35.00per 
month The basis of this rental charge is not a percentage of net family income. This 
arrangement, however, has been approved by the Chairman of the State Housing Board.
Investments- Investments in U. S. Treasury Bills were carried  at cost on the gen­
e ra l ledger It is recommended that such investments be set up at maturity value andthat 
the unearned discount be set up as a deferred credit as prescribed by the manual of in-
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structions of the State Housing Board.
Bonding: It is recommended that the Executive D irector, who handles the collection 
of rents, be included in the blanket position bond.
NEW BEDFORD HOUSING AUTHORITY REPORT No. H-25
General - Joint Expenses of the Several P rojects: Expenses for pay ro ll and certain 
miscellaneous expenses which are  chargeable to both the Federal projects and the Chap­
ter 200 projects a re  paid from the bank account of the Federally-A ided project. At the 
end of each month Project 200-1 re im burses the Federally-A ided project for the amount 
that is chargeable to the Chapter 200 projects.
In turn, P ro jects 200-2 and 200-3 reim burse P ro ject 200-1 for their proper share 
of the expenses.
In order to provide sufficient cash to meet these item s, P roject 200-1 had advanced 
$2,500.00 which was deposited in the bank account of the Federally-A ided project. This 
advance is being carried  as an Account Receivable on the books of Project 200-1.
Certain m iscellaneous expenses that a re  chargeable to Chapter 200 projects and that 
have no connection with the Federal projects a re  frequently paid from the funds of P ro ­
ject 200-1. At the end of each month Pro jects 200-2 and 200-3 re im burse  P ro ject 200-1 
for their proper share of the expenses.
Whenever possible these expenses are  charged on the basis of applicability. Where 
such distribution is  not p ro p er, an allocation is made on the basis of the number of units.
It was noted that the local Authority had voted to establish a revolving fund for the 
payment of such joint expenses in conformance with instruction received from  the State 
Housing Board. As of the date of audit this revolving fund had not'been established.
General - Investments: It was noted that investm ents a re  carried  at cost value on 
the books of the three p rojects.
It is recommended that investm ents be carried  at maturity value and that the differ­
ence between the m aturity value and the purchase price be credited to an "Unearned D is­
count Account" in conformance with instructions received from the State Housing Board.
General - Development Cost Analysis: It was noted that the Development Cost Anal­
ysis, as used for the three p ro jects, was not in conformance with the specimen form as 
suggested in the manual of instructions of the State Housing Board.
No approval by the State Housing Board for this departure from  the suggested form 
could be located.
General - Local Fund: The New Bedford Housing Authority received $3,800.00 from 
the City of New Bedford in 1939 for prelim inary expenses of the Authority. This money 
was an outright grant and was not subject to reim bursem ent.
According to the Executive D irector, disbursem ents were made from this fund for 
travel and other m iscellaneous expenses.
There is a separate bank account for this fund, known as the Local Fund, and as of 
March 31, 1950, it was understood that the balance on deposit was $999. 82.
Project 200-3 - Payment of Expenses of P ro ject 200-1: It was noted that there 
was a payment from  the funds of P ro ject 200-3, in the amount of $139, 683.71, on ac­
count of the construction contract of Project 200-1.
Project 200-3 was reim bursed  within a few days.
The disbursem ent was made from  the funds of P ro ject 200-3 because the bank tran s­
fer of the funds of Project 200-1 had not been arranged.
Attention of the Authority was called to the fact that payment of an expense of one 
project from the funds of another project, with the exceptions of payments from a revolv­
ing fund, is contrary to the Development Fund Agreements and the Contracts for Finan­
cial Assistance.
NORTH ADAMS HOUSING AUTHORITY REPORT No. H-34
Development Cost Analysis: Accrued in terest in the amount of $2. 08 and premium 
in the amount of $1.00 are  not deducted from the development cost. It is suggested that 
the financial records reflect these en tries to reduce the cost of development in the a- 
mount of $3.08 on the records of the Authority.
Bonding: It is  recommended that employees and m em bers of the Authority who
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handle cash transactions be bonded under the so-called  "Blanket” position bond. 
NORTHBRIDGE HOUSING AUTHORITY REPORT No. H-41
Bonding: It was noted that the Personnel handling funds were not bonded. This mat­
te r  was discussed with the Chairman, and the employees were bonded as of May 25, 1950
NORTHAMPTON HOUSING AUTHORITY REPORT No. H-20
Title V: The financial reco rd s of Title V project were not examined. The Authority 
is acting as an agent for the Federal Government in maintaining and operating this pro­
ject. The tran sfer of this project to the Northampton Housing Authority will probably be 
accomplished in the near future. ’
Development Cost Analysis: The manual of instructions issued by the State Housine 
Board p rescribes the following: 6
"In terest During Development: There shall be charged to this account 
the in te res t on obligations for the financing of development costs. A- 
mounts received from  rebated in te rest shall be credited to this account. 
Amounts received as gains on investm ents shall be credited to this a c - ' 
count. Also includes prem ium s received on sale of notes and bonds. "
The Development cost analysis of the Northampton Housing Authority does not reflect 
in te res t earned on investm ents in the amount of $3,074.84, premium on sale of notes in 
the amount of $19.00 and accrued in te res t In the amount of $5.90, for a total credit of 
$3,099.74. This analysis does not show the accrued interest charges on temporary notes 
in the amount of $4, 765. 24. It is  recommended that the development cost analysis of this 
Authority be adjusted to re flect these entries.
Investm ents: It is recommended that investments in United States Treasury Bills be 
carried  on the books at m aturity value and that the unearned discount be set up as a de­
fe rred  credit. When the investm ents m ature the unearned discount should be closed out 
to the in te res t during development account.
Rental Schedule: The ren ta l charge per unit is not based on a percentage of net fam­
ily income. The Authority has se t up a base rent of $35.00 per month for all tenants 
whose annual income does not exceed $2,800.00 regardless of the size of the family or of 
the unit, and for each additional $60.00 of yearly income or part thereof, the rent will be 
increased  $1.00 per month. It is further understood that the maximum admission limit 
for all tenants is $3, 200.00, and for continued occupancy, $3,750.00
NORTH ATTLEBORO HOUSING AUTHORITY REPORT No. H-45
Bonds: It was noted that there were no fidelity bonds for employees in effect as of 
the date of audit. It is recommended that all persons connected with the handling of the 
funds of the Authority be bonded.
Deposits on Plans: It was noted that there were two deposits totaling $100.00 in the 
office of the Authority on the date of audit. These deposits were for plans and specifica­
tions and are  subject to refund upon their return to the local Authority.
The receipt of these deposits had not been reflected on the books of account.
It is recommended that all deposits be credited to the appropriate account upon re­
ceipt and be deposited in a bank account in conformance with instructions of the State 
Housing Board.
PITTSFIELD HOUSING AUTHORITY REPORT No. H-31
Federal Project: The financial records of the Federal Project were not examined 
since they are  subject to audit by Federal auditors.
Document File: This Authority was unable to present for examination the Administra­
tive Fund Agreement, or the bids by the General Contractors and sub-contractors on con­
struction. It is suggested that a document file be maintained in compliance with paragraph 
17 section 1, of the manual of instructions of accounting procedure, issued by the State 
Housing Board.
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Rent Roll: It is recommended that a Rent Roll be se t up to support charges in the 
Accounts Receivable control account, as p rescribed by the accounting instructions issued 
by the State Housing Board.
Rent Receipts: Rent receip ts and adjustment slips for the period May 10, 1949 to 
August 23, 1949 were not available for examination. The manager sta tes that these r e ­
ceipts were apparently lost during the moving of the project office.
Accounts Receivable Ledger: The detail of the ledger for the Tenants' Accounts Re­
ceivable was not in agreement with the control account in the General Ledger. If the 
missing rent receip ts, as previously noted, and adjustment slips were available, it would 
have been possible to trace  the variance in the two ledgers. It is recommended that a 
monthly tria l balance be taken of the detail ledger and proved to the control account. It 
is further recommended that the accounts receivable control account be adjusted to a- 
gree with the detail accounts.
Investments: There was no record  of any investment of surplus funds in United 
States Treasury Bills to reduce the cost of in terest during development. The following 
schedule indicates the surplus funds that were on hand for the Authority to invest at the 
end of each month during the audit period:
Date Receipts Disbursem ents Cash Balance
October 31, 1948 $900,258 50 _ $ 900,258 50
November 30, 1948 - _ 900,258 50
December 31, 1948 - - 900, 258 50
January 31, 1949 450,031 50 - 1,350,290 00
February 28, 1949 250,000 00 $1,205,811 55 394,478 45
March 31, 1949 - 94,347 52 300,130 93
April 30, 1949 395,785 11 125,288 76 570,627 28
May 31, 1949 - 116,487 75 454,139 53
June 30, 1949 182 09 132,218 90 322,102 72
July 31, 1949 134 52 57,522 31 264,714 93
August 31, 1949 27 86 26,397 82 238,344 97
September 30, 1949 - 22,724 29 215,620 68
October 31, 1949 - 18,180 85 197,439 83
November 30, 1949 10 11 11,591 10 185,858 84
December 31, 1949 - 19,360 95 166,497 89
January 31, 1950 - 4,919 75 161,578 14
February 28, 1950 10,000 00 153,183 93 18,394 21
March 31, 1950 - - 18,394 21
Some part of the foregoing balances might have been invested in accordance with a 
letter of instruction dated September 21, 1949 which was mailed to all housing authorities 
by the State Housing Board.
Development Cost: Paragraph 2, Development Cost of P roject, of the Contract for 
financial assistance dated October 7, 1948 between the Commonwealth of M assachusetts 
acting by and through the Chairman of the State Housing Board and the Pittsfield  Housing 
Authority reads as follows:
"Development Cost of P roject: The cost of construction and develop­
ment of the project (hereinafter called "actual development cost"), shall 
not exceed the aggregate principal amount of One Million, seven hundred 
fifty thousand dollars — ($1,750,000.00), (hereinafter called "maximum 
development cost"). If the Chairman shall, in his absolute judgement, 
determine that the actual development cost will exceed the maximum 
development cost, the Authority will promptly reduce the scope of the 
project to the extent and in a manner satisfactory  to the Chairman sc 
that the actual development cost will not exceed the maximum develop­
ment cost. If the Chairman shall, in his absolute judgement, determine 
that the actual development cost will be less than the maximum develop­
ment cost, he shall certify to the Authority such revised development 
cost of the project, and such revised  development cost shall thenceforth 
constitute the maximum development cost of the project under this con­
trac t. In any event, the Authority agrees that it will develop the project
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at the lowest practicable development cost. The Authority will furnish 
to the Chairman, at such tim e or tim es as he may requ ire , an analysis 
of the actual development cost of the project broken down between dwell­
ing facilities ' cost, as such term  may be defined by the Chairman, and 
a ll other costs of the project. "
To the date of this audit the total cash disbursem ents for development costs were 
$1,741,605.79. Recorded on the financial reco rds of the Authority were accounts pay­
able in the amount of $21,429. 31 which would bring the total development cost to 
$1,763,035.10 as of that date. This amount exceeds the maximum development cost in 
the contract for financial assistance by the amount of $13,035.10 as of March 31, 1950.
The following statem ent on development costs shows the financial condition of the 
Authority:
Cash Expenditures as of M arch 31, 
1950
Add Recorded Accounts Payable: 
In terest on Notes 
Contract Retentions 
Due A dm inistrative Fund
Total Cost of Development as of 
March 31, 1950 
Add Contemplated Future 
Commitments:
A dm inistration Building 
A rchitects Fee 4%
Equipment for Building 
Additional Landscaping
C orrection to Recorded Accounts 
Payable:
C ontract Retentions recorded 
Actual Accounts Payable:
General Contractor 
Screens and Shades 
Parking Area 
Landscaping
Deficit in Recorded Accounts Payable
Deduct In terest Charged to Develop­
ment Applicable to Management 
(Estimated)
Total Estim ated Cost of Development 
Maximum Cost of Development Per 
Contract for Financial Assistance
Estim ated Excess
$1,741,605 79
$ 6,068 11 
14,080 97
1,280 23 21,429 31
$1,763,035 10
$13,217 00 
528 68 
2,000  00
2,000 00 17,745 68
$1,780,780 78
$14,080 97
$12,000 00 
3,281 73 
359 25
441 14 16,082 12
2,001 15 
$1,782,781 93
11,214 60 
$1,771,567 33
1,750,000 00 
$21,567 33
This statem ent compiled from the records of the Pittsfield Housing Authority and 
data supplied by the manager of the project indicates that this Authority will exceed the 
contract for financial assistance by $21, 567.33. To finance this estimated overdraft on 
the contract for financial assistance it is apparently the intention of the State Housing 
Board to transfer additional funds from Administration to the Development Fund. If the 
contract for financial assistance is amended upward and additional financing is necessary, R w ill orobably mean an increase in rents to insure the financial stability of the project 
i t  recommended that the State Housing Board investigate the anticipated expenditures 
of this project and adjust them to fall within the maximum development costs as per the 
original contract for financial assistance.
PLYMOUTH HOUSING AUTHORITY REPORT No. H-39
r-hanve Orders- As of the date of audit, change order No. 3 in the amount of 
$1 529149 ta d  been'entered on the books and had been included in the contractor s Peri­
odical Estim ates for Partial Payment.
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However, it was noted that this change o rder had not been approved by the Chairman 
of the State Housing Board as required by the instructions issued by the State Housing 
Board.
SALEM HOUSING AUTHORITY REPORT No. H-l
General - Books of Account of Authority Kept by Private  Accountant: This examina­
tion was initiated on November 16, 1949. At that time it was noted that the cash books 
and ledgers pertaining to the various projects had not been posted since September 30,
1949. The books of this Authority a re  posted and financial statem ents prepared by a p r i­
vate accountant who v isits the office periodically. After counting the cash and securing 
bank statem ents on the various accounts on date of this audit, it was necessary  to suspend 
work until the books were brought up to date by the private accountant. This work was 
finally performed and the records brought up to date of audit on November 21, 1949.
Accounts should be posted currently , and unless the present accountant is able to 
maintain current accounts, it is recommended that this work be perform ed by an employee 
of the Authority.
General - Deposits of Rent Receipts: It was noted on date of audit, that rent receip ts 
totaling $492. 60 were on hand. This amount represented  collections of rent for the period 
from November 4, 1949 to November 16, 1949. It is recommended that ren ta ls be de­
posited daily or as soon thereafter as practical.
General - Deposits on Plans: There was an old balance in this account covering five 
deposits in connection with Chapter 372 projects. It was understood that one of the de­
positors had returned the plans, and, therefore, was entitled to a re tu rn  of his deposit.
It is recommended that the deposit be returned to this individual and that the remaining 
four deposits be forfeited.
On Chapter 200 projects, it is recommended that this account be handled in accord­
ance with the procedure as outlined in the manual of instructions issued by the State Hous­
ing Board.
Chapter 372 - Operating Account: Transactions in this account were checked only for 
the period from January 1, 1949 to date of audit, since the present account was established 
on that date from balances determ ined by an audit of the Division of Accounts. R eserves 
for Vacancy and Collection Losses and for R epairs, Maintenance and Replacements were 
set up at that tim e, and the balance to be paid to the City of Salem determined. A journal 
entry prepared on this date sta tes that this method of setting up the books was agreed upon 
by accountants of the State Housing Board, the Division of Accounts, and the private ac­
countant employed by the Authority.
Chapter 372 - T ransfer of Funds from  Operating Account to Construction Account on 
Projects under Chapter 372: On August 5, 1949 it was determined by the Housing Au­
thority that they had insufficient funds in the Construction Account to cover commitments 
made under the School and Mason Streets contract and also the Barstow Street contract. 
These obligations on that date amounted to $374, 678. 43 including payments of 
$352,317.03 and a balance of $22,361.40 due the contractors. The funds available in the 
Construction Account to meet these obligations amounted to $12,370. 99, therefore com­
mitments exceeded the amount available by $9, 990. 41. To meet the situation the Housing 
Authority transferred  $9, 990. 41 from the Operating Account to the Construction Account. 
This transfer, when noted by the State Housing Board, was declared to be contrary to the 
provisions of Chapter 372, and the Board ordered the amount so tran sferred  to be r e ­
placed in the original account from City funds. It has since been determined that a total 
of $4, 617. 57 of the total involved was a proper charge to the Operating Account, th ere ­
fore the amount to be replaced, amounts to $5,372. 84.
Chapter 372 - Tenants' Security Deposits: In connection with a tr ia l balance taken of 
these deposits on date of audit, it was noted that balances were reflected in accounts of 
various tenants who had vacated their apartm ents and to whom the deposits had been r e ­
turned. It is , therefore, recommended that these accounts be closed and to prevent r e ­
currence that tria l balances be taken monthly of these deposits.
It was further noted that in some instances the balance in this account included mon­
ies deposited by form er tenants owing more than the amount to their credit in this fund.
It is recommended that these balances be credited to these accounts in accordance with 
the manual of instructions prescribed by the State Housing Board for Chapter 372 pro­
jects.
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Chapter 372 - Rent Due: It was noted that on date of audit a total of $1,418.01 was 
due the Salem Housing Authority from  present and form er tenants.
Chapter 200-1 - Cost of Construction: It was noted that although this project was 
originally planned to cost $362,000.00, on date of audit, actual costs, with only minor 
charges unreported, amounted to only $322,392. 11, a substantial saving.
Chapter 200-1 - Rents: A final determ ination of rents to be charged cannot at this 
time be reached since several important factors a re  not available. They are as follows:
(1) In terest to be paid under permanent financing.
(2) Amount of State subsidy needed to insure low rental housing.
(3) Final and complete construction costs.
It would appear that p resent ren ta ls a re  somewhat higher than will be necessary when 
these factors a re  settled.
Chapter 200-1 - Perm anent Financing: This project is rapidly approaching the 
stage wherein permanent financing can be entered into.
The State Housing Board apparently p refers to continue tem porary financing because 
of favorable in te res t ra te s  now prevailing. This is  not good planning - the fact that favor­
able in te res t ra te s  prevail today provides all the m ore reason that permanent financing 
should be imm ediately entered upon.
Chapter 200-1 - Change O rders Affecting Contracts Not Included in General Ledger 
Control Account -  Contract Awards: In analyzing the Contract Award Account, it was 
noted that additions to and deductions from  contracts by virtue of Change Orders are not 
reflected  in this account. It is  recommended that these amounts be posted to the account.
Chapter 200-1 - Development Costs: It was noted on date of audit that there was no 
control account for development costs in the General Ledger. This account is prescribed 
by the Manual of Accounting Procedure issued by the State Housing Board and it is recom­
mended that this account be se t up in the General Ledger. It was also noted that while 
subsidiary accounts for development costs were maintained, the analysis of these ac­
counts had not been posted since March 31, 1949. This analysis should be brought todate 
and m aintained currently  as prescribed by the Manual on Accounting Procedure of the 
State Housing Board.
Chapter 200-2 Income from  Investments: It was noted that the income from invest­
ments was credited to the in terest account at the time of investment rather than at the 
m aturity date. This amount should have been set up as a liability at the time of invest­
ment as p rescribed  by the manual of instructions of the State Housing Board.
SOMERVILLE HOUSING AUTHORITY REPORT No. H-23
General - Luncheons and Conferences: In checking the cash disbursements for the 
various p ro jects it was noted that since January 31, 1949 a total of $1,221.39 had been 
disbursed to various hotels, restauran ts, e tc ., for luncheons and conferences. This a- 
mount was charged to the various projects as follows:
Fund and Account
Clarendon Hill, Management Fund - Management Expense 
Linden Avenue, Management Fund - Management Expense 
Project 200-1, Development Fund - Administrative Expense 
P roject 200-2, Development Fund - Administrative Expense
Total
Amount
$ 265 28 
53 14 
582 05 
320 92
$1,221 39
Of the total indicated, $172.30 was for a luncheon following the groundbreaking cere 
monies which is a usual practice of most housing authorities. In addition to this $308.82 
was for various functions involving federal and State Housing conferences.
‘ The balance of the amount disbursed in this period of tim e, $740. 27 was spent in 
various amounts ranging from $16.00 to $124.22 at various restauran ts and hotels.
„  , Cash in Office- It was noted that occasionally employees take money out
of their pockets to make change and which is later reim bursed when change is available.
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Inasmuch as there is a petty cash fund of $50.00 maintained in the office it would appear 
that an adequate supply of sm all bills could be kept on hand particularly  at the beginning 
of the month.
General - P artia l Payment of Rent: It was noted when checking the rent receip ts to 
the cash receipts that on certain  days the cash receip ts indicated an amount larger than 
the rent records for these sam e days. L ater in the month the rent reco rds indicated 
larger amounts than the cash receip ts book. This was explained that when a tenant makes a 
partial payment of rent the amount is entered in the cash book. A tem porary receipt, 
usually a memorandum slip is given the tenant. When the tenant pays the balance of the 
rent due, a permanent receipt is issued for the full amount of the ren t. At this tim e, the 
temporary receipt is destroyed. It is therefore suggested that a permanent receipt be 
given for all cash received, regard less of whether it is partial payment or not.
General - Establishment of a Revolving Fund: In analyzing the cash disbursem ents 
it was noted that generally all disbursem ents made which involve expenses applicable to 
more than one project, a re  made from the Administration Fund of P roject 200-1. Al­
though this seem s to be the most practical method of making these disbursem ents, it is 
still contrary to the term s of the Adm inistration Fund Agreement, and it is recommended 
that a Revolving Fund be established and maintained as prescribed  in the Manual of Ac­
counting Procedure of the State Housing Board for these purposes.
General - Minutes of the Meetings Not Kept Current: This audit was initiated on 
April 6, 1950. At that tim e it was noted that there was no semblance of order in keeping 
the records of the minutes of the meetings since the meeting of December 20, 1948. The 
minutes of the meetings subsequent to that date were kept in various form s some type­
written and others written in long hand. They were not left together in one place. Some 
were found at the office of the attorney for the Authority presum ably for typing, others 
in a desk drawer, in a b rief case, in an envelope, and loose, and some even at the home 
of the Executive D irector. During the course of this audit it was necessary  for the Au­
thority to engage the serv ices of a part-tim e employee to arrange these minutes in 
chronological order, and to type them in legal form  for binding.
Certain items supposedly approved at meetings of the m em bers of the Authority 
could not be located. These included the following:
Reductions of utility, ra te s  charged tenants - as of April 1, 1949 the utility ra tes  
charged to the tenants was reduced by .25(1 a total of $12.00 per month. The journal en­
try setting up the charge to the Tenants' Accounts Receivable included the following nota­
tion: "Reduction of . 25? in utility ra te  per unit, per vote of the Authority. " This vote 
was not found in the minutes of the meetings available.
Rebate of utility charge to tenants - in September of 1949 a tenant was refunded the 
amount charged him for u tilities for the month of August. The voucher reads "as voted 
per minutes of meeting, September 8, 1949". This vote could also not be found in the 
minutes which were presented for audit.
Vote on the award of construction contract for P ro ject 200-2 - no record  could be 
found of the vote of the m em bers of the Authority for the award of this contract.
In a letter dated May 5, 1949 from the Director of the State Housing Board, the e s ­
tablishment and maintenance of such a perm ent reco rd  book was recommended. The im ­
portance of such records was s tre ssed  because of the fact that, as a public agency, the 
actions of the Authority are  open to public scrutiny. It is therefore recommended that 
the minutes of the meetings be typed as soon as possible after each meeting and placed 
in binders, provided for that purpose.
General - Annual Report to the State Housing Board: In this connection, it was noted 
that the annual report to the State Housing Board as required under Section 26U of Chap­
ter 121, as amended had not been prepared. It is suggested that this report be compiled 
and submitted as soon as possible.
General - Overpayment of Employee on Retroactive Pay: It was noted that at a 
special meeting of the Authority held on May 5, 1949 an employee was granted a salary  
increase of $5.00 per week re troactive  to May 1, 1949. The amount due the employee at 
that time was $5.00 for only one week's pay. The amount actually paid the employee was 
seven weeks' pay or $35.00.
Chapter 372 - No Approvals for Expenditures in Excess of Operating Budgets: It 
was noted that for the Clarendon Hill project for the 1949 calendar year, the expenditures 
exceeded the required estim ated budget in severa l instances. These amounts ranged
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from $108.98 to $975.31. Section 1 of the Instructions for P reparation of Operating Bud­
gets, issued by the State Housing Board s ta tes: "Any expenditures beyond such approved 
budgets must be approved on an individual b a s is ." There appeared to be no approval 
from  the State Housing Board for the expenditures which were in excess of the estimates. 
It is suggested that periodical com parisons be made between the actual expenditures and 
the budgets. In this way the Authority would be able to request the necessary approvals 
in sufficient tim e.
It was also noted that the Authority requested approval of an expenditure of $966.05 
for storm  windows at the Linden Avenue project. This approval was granted provided 
that it would not exceed the approved budget. In spite of the fact that this approval was 
so qualified, this amount was charged to the R epairs, Maintenance and Replacements ac­
counts and reserv ed  from  the 1949, Earned Surplus. This caused the Repairs, Mainten­
ance, and Replacements accounts to exceed this budget by $608.49 and the t o t i  operating 
expenses to exceed the budget by $339.05.
Chapter 372 - Vacancy Loss Charged to U tilities: It was noted that a tenant had been 
refunded the amount charged him for u tilities for a p rio r month. This was charged to the 
Dwelling Com mercial U tilities account and should have been charged to Vacancy Loss, 
the balance of which rep resen ts the total dwelling ren ts , including utility charges, not 
realized  in any period.
Chapter 372 - No Authorization for Charge Off of Uncollectible Rents: It was noted 
that on December 31, 1949 a journal entry was made to charge off uncollectible rents in 
the aggregate amount of $208. 50. Of that amount, $135. 50 represented rent for Decem­
ber 1948 and $73.00 ren t for January 1949. These accounts had been turned over to an 
attorney for action in the early  part of 1949. As of the date of audit there did not appear 
to be any communication on file from  him regarding these particular cases. It is sug­
gested that this attorney be requested to state in a letter to the Authority whether or not 
these accounts in his opinion a re  collectible.
Chapter 372 - Funds Appropriated by City: In connection with this fund it was noted 
that it was carried  on the Linden Avenue Management books under the title of Adminis­
tra tion  Fund. Due to the fact that this money was on deposit in the same bank as the Ad­
m inistration Fund of P roject 200-1, its name was changed to Contingency Fund.
Chapter 200 Pro ject 200-1 - Adjustment of Notes Authorized, Temporary Account: 
In connection with this account, it was noted that the balance of this account per the books 
was $2,765,000.00. This balance was in excess of the contract for financial assistance, 
as amended in the amount of $74,000.00. It is  suggested that this account be adjusted so 
as to agree with the amount of the contract for financial assistance.
Chapter 200 P ro ject 200-1 - Rents: A final determination of rents to be charged 
cannot at this tim e be reached since several important factors a re  not available. They 
a re  as follows:
1. In terest to be paid under permanent financing.
2. Amount of State subsidy needed to insure low rental housing.
3. Final and complete construction costs.
Chapter 200 P ro ject 200-1 - Bank Service Charges: In connection with this item, 
it was noted that the cash balance of the Administration Fund, per the books was $1.50 
m ore than the balance per the bank statem ent. This difference represented a bank ser­
vice charge that had not been entered on the books.
Chapter 200 Project 200-1 - Tenants'Accounts Receivable: It was noted that there 
was a balance of $46. 50 due from a tenant who had vacated his apartment in the middle of 
the month. According to employees of the Authority, the tenant gave adequate notice of 
his intention to vacate his apartment. It is suggested that this amount be charged to the 
Vacancy Loss Account.
Chapter 200 Project 200-1 - Washing Machine Income: It was noted that the com- 
pany operating the concession does not send any statem ent with its checks for commis­
sions on collections. It is suggested that the Authority contact the serv ice company and 
request a statem ent showing the g ross income from the washing machines.
Chapter 200 Project 200-2 - Vote of Authority on Construction Contract: It was 
noted that there was no record  of the vote of the m em bers of the Authority on the awarding
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of the construction contract. According to the attorney for the Authority, this vote was 
taken at a special meeting of the Authority at the State Housing Board. The minutes of 
that meeting were supposed to have been typed at the State Housing Board and forwarded 
to the Authority for its reco rds. Apparently this has not yet been done. It is therefore 
recommended that the Authority contact the State Housing Board and request that these 
minutes be made available. It is further suggested that at meetings at which the Secre­
tary is not present, the Authority elect a Secretary pro-tem  for the purpose of taking 
minutes.
SPRINGFIELD HOUSING AUTHORITY REPORT No. H-8
Project 200-1: This project originated under Chapter 372 and bonds in the amount 
of $1,600,000.00 were sold by the City of Springfield. The proceeds of this sale were 
turned over to the Springfield Housing Authority. The bids secured for construction ex­
ceeded the bonds issued so the Authority voted to convert the project to a state-aided p ro ­
ject under Chapter 200. The Authority sold its own tem porary notes and paid to the City 
of Springfield the $1,600,000. 00 plus in te rest of $34,140.00. This transaction was ap­
proved by the State Housing Board. Bids for construction of the project were readvertised  
under Chapter 200 and the contracts were awarded on the basis of these bids.
Income from Investments: It was noted that the income from investm ents was c red­
ited to the in terest account at the tim e of investm ent ra th e r than at m aturity date. This 
amount should have been se t up as unearned discount at the tim e of investment as p re ­
scribed by the manual of instructions of the State Housing Board.
TAUNTON HOUSING AUTHORITY REPORT No. H -ll
Surety Bond: It is recommended that the clerk  who handles the cash receip ts be 
bonded.
Chapter 372 - Operating Account: As of December 31, 1949 the Federal Government 
relinquished all its contractural and property rights and tran sferred  the entire project to 
the City of Taunton.
The present account was established on January 1, 1950 from balances obtained from 
sworn statem ents submitted to the Federal Government by the Taunton Housing Authority 
in order to effect the tran sfer.
Therefore, transactions in this account were examined only from  January 1, 1950 to 
January 31, 1950.
Transactions in this account affecting the project known as "Building No. 26", which 
is still under Federal supervision, were only checked to such an extent as was deemed 
necessary to prepare proper statem ents for the Chapter 372 project.
Chapter 372 - F ire  Insurance: As of the date of the audit the Chapter 372 project 
was not covered by fire  insurance. During the course of the audit, steps were taken to 
procure this insurance coverage.
Chapter 372 - Accounting Records: Although statem ents for this project a re  prepared 
quarterly on the accrual basis by a private accountant, a complete system  of accounting 
for this project is not being maintained by the Authority as of the date of the audit.
It is recommended that an adequate accounting system , which will include the use of 
a general ledger and detail cash reco rds, be installed, and that these accounts be posted 
currently.
Chapter 200 - Change O rders Affecting C ontracts Not Included in General Ledger 
Control Account - Contract Awards: In analyzing the contract award account, it was 
noted that additions to and deductions from  contracts by virtue of Change O rders a re  not 
reflected in this account. It is  recommended that these amounts be posted to this account.
Chapter 200 - Occupancy: At the date of audit, occupancy had not been completed. 
However, while the audit was in p ro g ress, complete occupancy was achieved.
Chapter 200 - E rro rs  in Estim ate for Partia l Payments: Because of e r ro rs  in the 
computation of the periodical estim ates for partial payment, there was an underpayment 
to the contractor and a corresponding undercharge to development costs in the amount of 
$8, 598. 92 on January 31, 1950.
Periodical Estim ate for Partia l Payment No. 8, which b ears the necessary  approvals
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shows a total of work performed to date of $1,043,574.00.
The records of the local authority show that $980,825.08 had been paid to the con­
trac to r and that $54,150.00 had been retained.
Thus, the total credits on account of contract work perform ed amount to 
$1,034,975.08 while the estim ate claim s $1,043,574.00. A difference of $8, 598.92 
exists.
Proper adjustment of this discrepancy will be made as soon as possible.
UXBRIDGE HOUSING AUTHORITY REPORT No. H-28
Administration Fund - Lack of Records: On date of audit all 22 units of this project 
were occupied. Occupancy of these units took place as of March 1, 1950. In this connec­
tion it was noted that no account book had been opened to cover transactions relating to 
the management of these units. In order to properly record  the transactions, it is neces­
sa ry  to open accounts in the general ledger, install a cash book and tenants' accounts re­
ceivable ledger, etc. A ren t ro ll was available and a  bank account had been opened.
Rent receip ts given to tenants a re  used, but they are  not numbered, therefore no control 
could be established.
The m atter was discussed with the Executive D irector, and it is understood that he 
has requested the accounting departm ent of the State Housing Board for assistance re ­
garding the installation of the necessary  accounts.
WALTHAM HOUSING AUTHORITY REPORT No. H-27
Chapter 200 - P ro ject 200-1, Contract Awards (Change Orders): In analyzing this 
account and tabulating the change o rd ers  it was noted that the private accountant dupli­
cated his posting of a change order for $2,353. 33. As the posting was also made to the 
Incompleted Contracts account, it left both accounts overstated by the same amount.
Chapter 372 - P ro ject V 19111: The private accountant in posting expenses, regard­
less  of the nature of their expense, puts them.in one account called expenses. It is rec­
ommended that these expenses be posted to one of the following accounts:
4100 - Management
4200 - Operating Services
4300 - Dwelling and Commerical Utilities
4400 - R epairs, Maintenance and Replacements
4700 - General Expenses
WATERTOWN HOUSING AUTHORITY REPORT No. H-29
Rent Income: Rent receipts being used are not numbered by the printer in advance 
hence, have little value for auditing purposes. No inventory of these receipts was taken.
Rent: The Authority's office on the third floor of the Town of Watertown Administra­
tion Building is rent free, and their telephone charges are on a flat basis of ten dollars 
per month and are payable to the town.
Salaries- The sa laries of the employees of the Authority were all pro-rated between 
Chapter 372 and Chapter 200 up until the time of the conversion of Chapter 372 pr°)ectto 
Chapter 200-1 project. Since this change-over the sa la ries  have not been pro-rated. Hie 
bookkeeper stated that the State Housing Board had advised her not to pro-rate the sala­
r ie s  after that conversion.
Bond Coverage: In checking the bond coverage, it was noted that the same insurance 
was carried  by two insurance companies. The bond of the company was canceled by the 
Authority on January 19, 1950, but through some oversight this was not done until April 1,
1950.
WESTBOROUGH HOUSING AUTHORITY REPORT No. H-32
Administration Fund: On date of audit no Tenants' Account Receivable ledger had 
been set up nor had the cash in this Fund been segregated from the Development Fund. 
b This m atter was discussed with the Executive D irector and it is understood that he 
will take steps to open up a ledger for this purpose. Separate funds in the bank will also 
be opened in the near future.
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WESTFIELD HOUSING AUTHORITY REPORT No. H-36
Bonding: It is recommended that employees and m em bers of the Authority who handle 
cash be bonded under the so-called  "Blanket" position bond.
Title V: The financial records of Title V project were not examined. The Authority 
is acting as an agent for the Federal Government in maintaining and operating this p ro­
ject. The transfer of this project to the West Springfield Housing Authority is now in p ro ­
cess.
Chapter 372: Transactions in the construction and the management accounts were 
examined only for the period from May 24, 1948 to February 28, 1950. All transactions 
prior to May 29, 1948 were examined by the Division of Accounts in the State Department 
of Corporations and Taxation.
Chapter 372 - Financial Charges: The financial charges that appear on the final c e r ­
tified development cost a re  not recorded on the records of the Authority. It is recom ­
mended that these charges be recorded on the financial reco rds so that they will reflect 
the total cost of development as certified by the Authority.
Chapter 372 - General Contractor: The general contractor on P ro ject 372 did not 
submit with his bid a perform ance bond as was required. The Authority in lieu of this 
bond arranged and executed a life insurance policy on the life of the contractor. Because 
of this all payments due the contractor were made to the West Springfield T rust Company.
WORCESTER HOUSING AUTHORITY REPORT No. H-12
Tenants' Accounts Receivable: A tr ia l balance was taken of the individual tenants' 
accounts in the accounts receivable ledger on date of audit and a balance established.
When this balance was compared with the control account in the general ledger, a v a ri­
ance of $69. 24 was noted. It was understood that'the bookkeeper who keeps the accounts 
receivable ledger on the project does not take a tr ia l balance of the accounts monthly in 
order to check the control account in the general ledger kept at the A uthority's main 
office.
This m atter was discussed with the accountant for the Authority and it was under­
stood that he will take steps to trace  the difference. It was further understood that the 
bookkeeper will take a tr ia l balance of the individual tenants' accounts at the end of each 
month.
Sales and Services: In instances where it is necessary  for the Authority to replace 
window shades, fuses, electric  bulbs, e tc . , destroyed by a tenant, a charge is made in 
the tenant's account for item s so replaced. The tr ia l balance of the individual tenants' 
accounts on date of audit showed a total of $40.45 in this category. No control account in 
the general ledger was noted for these item s.
This matter was discussed with the accountant for the Authority and it is understood 
that a control account in the general ledger will be opened for these item s.
WEST SPRINGFIELD HOUSING AUTHORITY REPORT No. H-13
Lincolnwood
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AUDIT OF METROPOLITAN TRANSIT AUTHORITY AND RELATED AGENCIES
Audit of Metropolitan T ransit Authority: Chapter 675 of the Acts of 1949 provides as 
follows:
"Chapter 544 of the acts of 1947 is  hereby amended by striking out 
section 12 and inserting in place thereof the following: SECTION 12.
The tru s tee s  shall determ ine the character and extent of the services 
and facilities to be furnished, and in these respects their authority 
shall be exclusive and shall not be subject to the approval, control or 
d irection of any sta te , municipal or other department, board or com­
m ission. Except as herein otherwise provided, the-department shall 
have the sam e general supervision and regulation of, and jurisdiction 
and control over, the serv ices and facilities of the authority as it has 
over s tre e t railway companies. The department of the state auditor 
shall annually make an audit of the accounts of the authority and make 
a report thereon to the tru stees, the governor and council and the gen­
e ra l court. In making said audits, said department of the state auditor 
may call upon the department of public utilities and other departments, 
com m issions, officers and agencies of the commonwealth for such in­
form ation as may be needed in the course of making such audits. The 
sta te  auditor may employ such auditors, accountants and other assist­
ants as he deems necessary  for carrying out his duties under this sec­
tion, and chapter thirty-one of the General Laws and the rules made 
thereunder shall not apply to such em ployees."
Audit of the Metropolitan Transit Authority was initiated on September 7, 1949 and 
on June 24, 1950 a report of this audit was issued. In order to make a comprehensive 
audit of the Metropolitan T ransit Authority, it was necessary to examine also the accounts 
of the Boston Elevated Railway Company, The Boston Metropolitan District, and the Tran­
s it Mutual Insurance Company. All of this work was completed during the fiscal year and 
reports issued.
General: Individual copies of the audit reports.have been submitted to His Excellency 
the Governor, the Lieutenant Governor, the President of the Senate, the Speaker of the 
House the State L ibrarian, the Governor's Councilors, and the Senators, Representa­
tives and officials of the cities and towns of the Boston Metropolitan District and the mem­
b ers of the Board of Trustees and officials.
SCHEDULE OF TRANSIT AUDITS ---- FISCAL YEAR 1949-1950
Agency From To
Report
No.
b o s t o n  e l e v a t e d  r a il w a y
COMPANY Jan. 1, 1947 Aug. 29, 1947 2663
METROPOLITAN TRANSIT 
AUTHORITY Aug. 29, 1947 Dec. 31, 1949 2663
TRANSIT MUTUAL INSURANCE 
COMPANY Jan. 1, 1947 Dec. 31, 1949 2692
BOSTON METROPOLITAN 
DISTRICT Sept. 16, 1946 Nov. 21, 1949 2635
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BOSTON ELEVATED RAILWAY COMPANY AND 
METROPOLITAN TRANSIT AUTHORITY REPORT No. 2663
This audit was initiated under the provisions of Chapter 675 of the Acts of 1949, 
which amended Section 12 of Chapter 544 of the Acts of 1947 and provides for an annual 
audit of the accounts of the Metropolitan T ransit Authority by the Department of the State 
Auditor.
Operations of the Metropolitan T ransit Authority and its predecessor the Boston El­
evated Railway Company, for the purposes of this report, have been divided into five 
major periods:
1. Private Ownership, July 2, 1894 to June 30, 1918
2. Private Ownership under Public Control without Deficit A ssess­
ments, July 1, 1918 to June 30, 1931
3. Private Ownership under Public Control with Deficit A ssess­
ments, July 1, 1931 to August 29, 1947
4. Public Ownership under Chapter 544, Acts of 1947, August 29,
1947 to August 2, 1949
5. Public Ownership under Chapter 572, Acts of 1949, August 2,
1949 to date
1. Private Ownership, July 2, 1894 to June 30, 1918: Most of the present-day dif­
ficulties of the Railway can be attributed to this period. The road was system atically 
bled to provide unearned dividends to investors; and to enhance the value of the stock of 
the Railway, tremendous debts were incurred, and the physical a sse ts  of the road were 
allowed to deteriorate to a point where norm al operations presented a daily hazard to p as­
sengers. Much subway and tunnel construction was completed during this period at ex­
orbitant costs, which added substantially to the burden of the already unstable financial 
structure of the Railway, and these costs even today continue to be a burden on the tax­
payers.
During this period, the road was operated with complete d isregard  and indifference 
to the needs of the public, the sole benefactors being the stockholders.
2. Private Ownership under Public Control without Deficit A ssessm ents, July 1,
1918 to June 30, 1931: In 1918, the Boston Elevated Railway Company was overburdened 
with debt and a bankrupt corporation. Its physical a sse ts  were completely worn out and 
its credit was at the lowest possible ebb. Under sim ilar conditions, thousands of o ther­
wise reputable corporations have gone into receiversh ip  and their stockholders have taken 
consequent financial losses. The Elevated Corporation, however, was sufficiently influ­
ential to avoid these usual penalties of bad management and to push through the legislature 
of 1918 the so-called Public Control Act. While some public monies were funneled into 
the Corporation through this Act, its main purposes were:
(a) to make public c redit available to the Railway
(b) to guarantee a continuation of dividend payments to the stockholders
The debt of the Corporation increased substantially in this period.
During this period, the profits of the stockholders were guaranteed, while trem end­
ous debts were piled up against the taxpayer, and the next step into public subsidies was 
inevitable.
3. Private Ownership under Public Control with Deficit A ssessm ents, July 1, 1931 
to August 29, 1947: By 1931, public credit alone was not enough to meet the ever expand­
ing financial needs of the Corporation. Chapter 333 of the Acts of 1931 extended the Pub­
lic Control Act to 1959 and provided public subsidies in the form of deficit assessm ents 
on the fourteen cities and towns of the a rea  served by the Railway, p rim arily , to insure 
dividend payments to stockholders. Although thirteen years elapsed between the passage 
of the original Public Control Act and this final perfecting step, subsidization of the C or­
poration from public funds was inevitable from the date the legislature was committed to 
this policy of preserving the in te res ts of the stockholders.
By 1959, had the affairs of the Railway continued a norm al course, it would have 
een returned to the stockholders in excellent physical condition, completely free of debt 
(except for a non-interest bearing mortgage held by the Commonwealth), and during this 
period the stockholders would have collected their regu lar annual dividends. The advent 
o World War n  upset these calculations, and skyrocketing costs resulted  in deficits so 
arge and so burdensome to the taxpayer that an aroused public opinion forced action
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which resulted in a hasty and ill-conceived public purchase of the Railway.
During this period, the stockholders nevertheless continued to receive regular divi­
dends at the direct expense of the taxpayer.
4. Public Ownership under Chapter 544, Acts of 1947, August 29, 1947 to August 2, 
1949: It was the contention of this Department at the tim e public ownership was being 
urged, that the road should be taken by eminent domain (such a step being legal under the 
provisions of Section 17 of Chapter 333 of the Acts of 1931 - Appendix C); however, over 
all objections, including even those of the d irec to rs and stockholders of the Corporation 
and without rea l consideration of all the elem ents involved, the road was purchased by the 
public at a  price of $85.00 per share. As a re su lt of this a rb itra ry  and unthinking action, 
a  capital gains tax - which may exceed 30% of the total involved - has been assessed on 
the transaction by the Federal Government. This tax, representing more than six mil­
lion dollars in the p resent debt of the Railway could have been saved to taxpayers and 
stockholders had the proponents of Chapter 544 accepted any one of several amendments 
which were suggested at the tim e. Instead, they stubbornly insisted that no capital gains 
tax could resu lt, even though they had in their possession at the time full and authentic 
knowledge of the tax in the form  of schedules prepared at their own request by one of the 
leading tax authorities in the en tire  nation.
This sam e indifference to the costs upon taxpayers has dominated every major trans­
action in the history of the Railway.
(a) Chapter 544: Chapter 544 of the Acts of 1947 (Appendix F) can best be described 
as inadequate legislation. The Act accomplished only one purpose, i. e . , public owner­
ship, and added substantially to the already tremendous debt of the Railway. It did not 
even pretend to face the major problem s of the Railway, and, while it did eliminate divi­
dends to stockholders, it replaced the dividends with interest paid to bondholders as a 
re su lt of borrowings made to provide funds to buy the stock.
(b) T ransfer of Ownership: Chapter 544 of the Acts of 1947 provided for the crea­
tion of the M etropolitan T ransit Authority and the acquisition by that Authority of the en­
tire  a sse ts , property, and franchises of the Boston Elevated Railway Company. Section 
1 of this Act stated:
"The te rr ito ry  within and the inhabitants of the following cities and 
towns, to wit: Arlington, Belmont, Boston, Brookline, Cambridge, 
Chelsea, Everett, Milton, Medford, Malden, Newton, Revere, Somer­
ville, Watertown, and the te rrito ry  within and the inhabitants of such 
other c ities and towns as may hereafter be added by specific acts of the 
general court after compliance with the provisions of this act relative 
to extensions of the Metropolitan rapid transit system existing here­
under for the purposes of this act, a re  hereby made a body politic and 
corporate and a political subdivision of the commonwealth under the 
name of the Metropolitan T ransit Authority, . . . "
Section 2 of the Chapter sta tes, in part:
"The affairs of the authority shall be managed by a board of five pub­
lic t r u s t e e s , ........... who shall be appointed by the governor, with the ad­
vice and consent of the council.......... "
The Board of Public Trustees qualified on July 2, 1947, and on that day succeeded to 
the offices of the Board of Trustees of the Boston Elevated Railway Company, and oper­
ated the then privately-owned Railway property in accordance with the provisions of the 
Public Control Act of 1918 and amendments thereto, until August 29, 1947.
On August 29, 1947, under authority granted by Section 5 of Chapter 544, the Metro­
politan Transit Authority exercised the option set forth in Section 17 of Chapter 333 of 
the Acts of 1931 and acquired all the asse ts, property, and franchises of the Boston El­
evated Railway Company in consideration of the assumption by it of all the Company s 
then outstanding indebtedness and liabilities and the payment to the Board of Directors of 
the Boston Elevated Railway Company on August 29, 1947 of a certified check of
*20 297 490 00 drawn on the National Shawmut Bank, which amount was the equivalent 
of 238 794 outstanding shares of common stock at $85. 00 a share. Funds for this and 
other purposes had been provided by the sale authorized by Section 7 of Chapter 544 of the
Acts of 1947 of a bond of $22, 868,000.00 to the Boston Metropolitan D istrict - the other 
purposes being $570,000.00 for the retirem ent of the bonds of the West End Street Rail-
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way Company assumed by the Elevated and payable September 1, 1947 and $2,000,000.00 
to provide a "Reserve Fund" to take care of deficits in operations.
(c) Capital Gains Tax: Following the receip t of the certified check for 
$20,297,490.00, the Board of D irectors of the Boston Elevated Railway Company de­
posited $6,362,870. 75 of that amount in a special account under joint control with the 
Collector of Internal Revenue, to be held on account of a possible liability for Federal 
capital gains tax on the sale of the net a sse ts of the Company to the Authority.
The Boston Elevated Railway Company on July 2, 1947 filed a bill in equity in the 
Superior Court, under Chapter 231A of the Tercentenary Edition of the General Laws, in 
which it sought a ruling that the Metropolitan T ransit Authority had assum ed and was ob­
ligated to pay the plaintiff's Federal income tax on the "Capital Gain" realized  from the 
sale to the Authority of its whole a sse ts , property, and franchises as a going concern.
The Superior Court reported the case on a statem ent of agreed facts to the Supreme Ju­
dicial Court who, on January 4, 1949, held that, "a decree is  to be entered declaring that 
the 'Capital Gain' tax was not assum ed by the Authority. "
(d) Redemption of Bonds: On August 29, 1947, the Authority paid to the F irs t Na­
tional Bank of Boston by check drawn on the National Shawmut Bank $570,000.00 for the 
redemption of bonds of the West End Street Railway Company due September 1, 1947. A 
letter in the files of the Authority from the Old Colony T rust Company, dated March 1, 
1948, showed that all bonds had been paid and cancelled except one bond #277 of $1,000.00. 
Following a request from  this Department to it, a le tter dated January 23, 1950 was r e ­
ceived from the Old Colony T rust Company, stating that the $1,000.00 bond was still out­
standing and that they were holding that amount to pay the bond when it was presented.
(d) Deficits Paid: On October 28, 1947, under the provisions of Section 25 of Chap­
ter 544 of the Acts of 1947, the State T reasu re r paid to the Metropolitan T ransit Authority 
$4,440,101. 62. This payment represented  deficits incurred  by the Boston Elevated Rail­
way in the following periods - payment of which had been withheld by adm inistrative action 
of the Governor and Council:
Year ended March 31, 1941 $2,341, 167 29
Nine months ended December 31, 1941 1,311,406 44
Year ended December 31, 1946 787, 527 89
$4,440,101 62
The following entries were made on the accounts of the Metropolitan T ransit Au­
thority following receipt of this payment:
Debit Credit
Sept. 1947 - Entry No. 31 
A/C
410 Miscellaneous Accounts Receivable
410101 Bills for Collection $4,440,101. 62
448 Unearned Surplus
448300 Credit for amount to be r e ­
ceived from Comm. of M assachusetts $4,440,101.62
December 1947 - Entry No. 145 
A/C
420 Other Unadjusted Debits
420411 Amount to be paid by Comm, 
of M assachusetts a /c  of assessable 
deficit, year ended Dec. 31, 1947 $711,737.31
448 Unearned Surplus
448500 Portion of Excess of Cost of 
Service over Income for year ended 
Dec. 31, 1947, applicable to Reserve 
Fund, incurred p rio r to August 29,
1947 $2,000,000.00
to
450 Earned Surplus-Unappropriated
450105 Excess of Cost of Service over 
Income, January 1 through August 29,
1947
450106 Excess of Income over Cost of 
Service, August 30 through Dec. 31,1947 $2,711,737.31
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(Entry No. 145 - Continued)
To tran sfer to Unadjusted Debits the amount of the assessable defi­
cit for year ended Dec. 31, 1947 in accordance with Section 11 of Chap­
te r  544, Acts of 1947; and to tran sfer to Unearned Surplus an amountof 
$2,000,000, which rep resen ts the amount of the Reserve Fund estab­
lished by Chapter 544, Acts of 1947, on the basis se t forth in the memo­
randum attached to the following entry.
The following memorandum taken from  the records of the Metropolitan Transit Au­
thority purportedly explains these en tries:
(COPY)
MEMORANDUM
In connection with the tran sfer to the depreciation reserve at Dec. 31,
1947, of the $4,440,101.62 amount received from the Commonwealth of 
M assachusetts in October 1947 under Section 25 of Chapter 544, it is a- 
greed that only the excess of this amount over $2,000,000.00 or 
$2,440,101. 62, be tran sfe rred  to the depreciation reserve . The 
$2,000,000.00 proposed reduction represen ts the portion of the deficit 
for the entire  year 1947, which is not recoverable from the Comm, of 
Mass.
The $4,440,101. 62 amount received from the Commonwealth does 
not rep resen t earnings or earned surplus of the Authority and is not a 
recovery of deficits incurred  by the Authority. It is in the nature of a 
capital donation to the Authority by the Commonwealth. It is on this 
basis  that the proposal was agreed upon, to transfer this amount to the 
depreciation re se rv e , thereby offsetting a capital 'deficiency in the 
property accounts by increasing the depreciation reserve to an amount 
which m ore nearly approaches the estim ated depreciation which has ac­
crued on properties currently  in use as indicated by recent accounting 
and engineering surveys. It would appear to be unrealistic to report 
a  capital surplus of the Authority of $4,440,101. 62 under circumstances 
where it is  recognized that the property accounts may be overstated in 
te rm s of original cost less accrued depreciation by an amount even 
g reater than $4,440,101.62.
The $2,000,000. 00 of unrecoverable deficit from 1947 operations is 
the portion of the 1947 deficit which by statute is to be applied against 
the re serv e  fund. On the basis that the f irs t $2,000,000.00 of deficit 
for the year is to be applied against the reserve fund it is reasonable 
to conclude that this $2,000,000.00 deficit was incurred during the 
period of January 1 to August 29, 1947, during which period the entire 
cost of serv ice  deficit amount to $2,787,121. 15. This period, being 
prio r to the commencement of operations by the Authority, it would 
seem  that the unrecoverable portion of the deficit for the period is in 
the nature of a "Capital Deficit", or deficit in capital, which existed 
at August 29, 1947 at the time the Authority assumed control over the 
properties and operations. It would further appear that, at August 29,
1947, the reserv e  fund created by the Statute had already been ex­
hausted before control was assumed by the Authority.
On the basis of the above reasoning, it seem s proper and desirable 
to offset the $2,000,000.00 deficit in capital against the capital credit 
of $4 440 101.62 and to transfer the net of the two amounts to the de­
preciation reserve . The effect of this treatm ent on the December 31 
1947 balance sheet would be that the balance sheet elim inates any ref­
erence to the reserve  fund (the fund having been exhausted and trans­
ferred  to general cash) and an earned surplus or deficit of the Authority, 
m e  E xcess of Income over the Cost of the Service of $75,383.84 for the ^  inH a i,trust 30 to December 31, 1947, re su lts  in reducing the Cost of 
the'servic^D eficR 0a^ August 29, 1947 from $787, 121.15,o$711,737.31, 
the amount recoverable for the year ended December 31, 1947.
Bv the application explained above, in future years, assuming a con­
tinuation of annual deficits, the balance sheet would always show no r e ­
serve fund and no surplus or deficit. If the Authority for any year should 
have an operating surplus, the reserve  fund would be resto red  (up to
$2, 000,000^00)^and^th^balanc^steet^a^the^ end of such^ear^wouMin^each
c a ^ h T th e  amount of the operating surplus for the year (up to $2,000,000.00).
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If this treatm ent is not followed the balance sheet at December 31,
1947 will show no reserv e  fund on the asset side and a deficit of 
$2,000,000.00 on the liability side, a condition that would p e rsis t in 
future years if there were a continuation of annual deficits. In the e- 
vent that the Authority should have an operating surplus in a future 
year of, say $500,000.00, the balance sheet at the end of such year 
would show a reserve  fund of $500,000. 00 on the asse t side and a defi­
cit of $1, 500,000.00 on the liability side.
This reporting of $2,000,000.00 deficit at December 31, 1947 would 
be unrealistic from the standpoint of the Authority. It might convey the 
erroneous im pression that the Authority had incurred a deficit of 
$2,000,000.00 during the brief four months' period of its control over 
the operation of the properties. It would be difficult to explain, on the 
basis of the statute or otherwise, that this deficit is one to which the 
Authority fell heir at August 29, 1947 or that it is in the nature of an 
initial deficit in capital. Accounting-wise a new corporate organiza­
tion, regardless of whether or not it takes over a going operation, 
necessarily commences business with so much capital and without any 
accumulation of surplus earnings or losses. If it is conceded that the 
reserve fund was, in effect, exhausted at August 29, the Authority, 
under the present statute, can never have a deficit for balance sheet 
reporting purposes since all deficits from operations subsequent to 
August 29, 1947 are recoverable by the Authority from  the Common­
wealth of Massachusetts, as provided in Chapter 544 of the Acts of 
1947.
February 17, 1948
(6)
Particular attention is called to the statem ent by the Authority in this memorandum 
describing these monies as "in the nature of a capital donation to the Authority by the Com­
monwealth. "
The Bureau of Internal Revenue of the United States Government has contended that 
the deficits for the twelve months ended March 31, 1941 and the nine months period ending 
December 31, 1941, amounting to $3,652, 573. 73, which were included in these monies, 
should have been accrued as income and as such were taxable. Litigation in this m atter 
is still pending before the United States Tax Court, and to meet this possible liability the 
Metropolitan Transit Authority, on their balance sheet as of December 31, 1949, has r e ­
served $1,812,377. 44.
If the contention of the Bureau of Internal Revenue proves to be co rrec t and payments 
of deficits were properly income to the Boston Elevated Railway, the $4, 440,101.62, when 
received by the Metropolitan Transit Authority, should have been se t up as earned s u r ­
plus and used to offset the 1949 deficit, a refund therefor in that amount less 
$2,000,000.00 used to reinstate the Reserve Fund would be due and payable to the cities 
and towns of the D istrict. If, on the other hand, the Tax Court finds the Metropolitan 
Transit Authority is correct and the payment of this deficit to the Metropolitan T ransit 
Authority represented a capital donation to the Authority by the Commonwealth of M assa­
chusetts, it will be the duty of the Metropolitan Transit Authority to re tu rn  to the fourteen 
cities and towns the $1,812,377.44 now reserved  by them, since the amount was accrued 
in the years 1943 and 1944. In either event, following the decision of the Tax Court a sub­
stantial payment will be due the cities and towns of the Boston Metropolitan District.
© Refund of Federal Taxes: The balance sheet of the Authority as of December 31 
1949 mcludes under "Other A ssets" an amount of $591,972. 56 entitled "Claim for Refund 
of Prior Years Federal Income T ax ."
With reference to this item , the Third Annual Report of the Metropolitan T ransit Au- 
thority reads as follows:
"Claims have heretofore been filed for the refund of federal income 
taxes paid by the Company for the year 1944 in the amount of $591,972 56 
(excluding interest), as a resu lt of the carry-back of losses incurred in 
1945 and 1946. The Authority will be entitled to all amounts received 
upon these claim s. The government has proposed to allow this refund 
only in the amount of $300,674. 38 (excluding interest). Notwithstanding 
the B ureau 's present position, it is believed that the refund will be ul­
timately allowed in approximately the amount claimed and appearing in 
the accompanying balance sheet. "
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This payment, when received, will add substantially to the cash balance of the Authority.
(g) Excessive Charges to the Cost of Service: Attention is directed to a statement 
in a pamphlet dated December 31, 1947 prepared by the Metropolitan T ransit Authority, 
labelled "Depreciation Data. " The following schedule is  taken from  it:
(COPY)
METROPOLITAN TRANSIT AUTHORITY 
DECEMBER 31, 1947
IN THIS STATEMENT THE TOTAL CHARGED TO ROAD AND EQUIPMENT 
ACCOUNTS IS SHOWN AS FOLLOWS:
Dec. 31, 1947 Dec, 31, 1946
Property  upon which Depreciation 
is accruable
Buses and T rack less Trolleys 
(depreciation accruable on unit 
basis)
Property  not subject to Depreciation 
or upon which no Depreciation is 
accruable currently .
P roperty  fully accruable in p rior 
years
Amounts charged to Road and Equip­
ment for property in P ro cess of 
Construction
Buses fully accruable in p rio r years
Land (including Taxes during Con­
struction)
Item s not considered as depreciable
Item s not considered as depreciable 
(Chelsea Division)
TOTAL ROAD AND EQUIPMENT
$81,307,631.79 $73,204,457.66
8,126,162.37 6,839,358.00
$89,433,794.16 $80,043,815.66
* 8,337, 144. 10
534,119.69
504,807.44
164,796.18 
1,241,890.69
7,276,447.16 
12,617,898.02
7,368,930.50 
13,190,322.36
509,792.17 564,228.41
$110,876,858,64 $110,911,127,90
* Included in Total $81,307,631.79 above.
P articu lar attention is called to the footnote on the foregoing schedule which indicates 
that m ore than $8,000,000. 00 worth of "Property Fully Accruable" has been transferred 
a rb itra rily  by the T rustees of the Metropolitan Transit Authority to "Property Upon Which 
Depreciation is A ccruable."
In a  la te r schedule in that same report the amount of $81,307,631.79, which has been 
inflated by the inclusion of property already fully depreciated, was used by the Trustees in 
calculating their depreciation at a ra te  of 2% for the year ending December 31, 1948.
This procedure has resulted in an excessive charge of approximately $205,000. 00 to 
the cost of serv ice  for the period from August 29, 1947 to December 31, 1948. Duringthe 
period January 1, 1949 to August 2, 1949 this practice was continued and again the item 
"P roperty  Upon Which Depreciation Is Accruable” was overstated by approximately 
$7 800 000.00 and has resulted in an unjustified charge of approximately $80,000.00 to the 
cost of’serv ice . In view of the excellent cash position of the Railway today, it is recom­
mended that the present T rustees return  this overcharge to the taxpayers by deducting the 
amount of $285,000.00 from the deficit which has been reported for the period ending 
December 31, 1949.
(h) General- During this period of operation with the private Corporation finally re­
moved from further consideration, it would seem that the then T rustees would have con­
sidered  the taxpayer as their prim ary in terest, and every possible consideration should 
have been devoted to his in terests.
We have failed to find any sweeping economies that were effected during this period, 
and obviously from  the manner in which the deficit payment previously mentioned was han­
dled the T rustees were more interested in building up the cash balances of the Metropoli­
tan T ransit Authority than relieving the taxpayers of unnecessary financial burdens.
Public Ownership under Chapter 572, Acts of 1949, August 2, 1949 to Date: The
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main accomplishments of Chapter 572 of the Acts of 1949 were that it provided for a se n - 
sible deceleration of the ra te  at which the debt of the Metropolitan T ransit Authority was 
being re tired , and, in addition, provided for public ownership of the subways, tunnels, 
and rapid transit facilities, together with a lengthy but orderly  re tirem en t of borrowings 
made to construct these facilities.
Chapter 572 largely follows the recommendations made in an audit report issued by 
this Department on August 8, 1947, covering a report on the examination of the accounts 
of the Boston Elevated Railway Company to December 31, 1946.
(a) Refunding of Metropolitan T ransit Authority Debt: Section 2 of Chapter 572 pro­
vided that on August 3, 1949, the Boston Metropolitan D istrict should su rrender to the 
Authority all bonds held by the D istrict except those issued for the purchase of passenger 
carrying rolling stock and bonds issued for the purchase of subways and tunnels from the 
City of Boston, and in place thereof the Authority is to issue to the D istrict one bond for 
the total amount of D istrict bonds outstanding less any funds then held by the D istrict for 
the purpose of paying bonds of the D istrict. The effect of this was as follows:
AS AT AUGUST 3, 1949
Bonds held by the Boston Metropolitan 
District:
Issued by the Boston Elevated 
Railway Company (13)
Issued by the Authority (4)
Less:
Issued for the Purchase of 
Passenger Carrying Rolling 
Stock, St. 1947, Ch. 544,
Sec. 22 (2)
Amount of Bonds Cancelled
Less:
Bonds of the Boston Metropolitan 
D istrict Retired 
Cash on Hand in Boston 
Metropolitan D istrict
New Bond Issued by the Authority
to the D istrict $71,418,371 89
* It is worthy of comment that when this large cash re se rv e  was called to 
the attention of the Governor by this office on January 17, 1949, with a 
recommendation that it be immediately returned to the c ities and towns, 
its existence was denied. This money accumulated as a resu lt of a spe­
cial compensation tax, which was provided by Section 6 of Chapter 333 of 
the Acts of 1931, and should long ago have been returned to the c ities and 
towns of the D istrict. In thus applying it against the total of the bonds of 
the Metropolitan T ransit Authority, the taxpayers have finally received 
some benefit from it.
After August 3, 1949, the annual cost to the Authority will be:
(1) Debt Reduction - $1,000,000.00 annually payable, $500,000.00 on
June 1 and December 1
(2) Interest in amount equal to the actual in te rest payable by the D istrict
on their outstanding bonds
(3) An amount equal to the in te rest on new D istrict bonds
It is obvious that the $1,000,000.00 to be paid annually by the Authority will not be 
sufficient to meet the D istric t's  principal payments. The D istrict, therefore, is au­
thorized by Chapter 572 of the Acts of 1949 to issue refunding bonds as may be required 
to provide for obligations not covered by the annual payment.
Referring to the in terest payable by the Authority to the D istrict, it should be noted 
that a substantial annual reduction to the Railway in this item has been effected by Chap­
ter 572 since form erly the bonds of the Boston Elevated Railway Company and the M etro­
politan Transit Authority generally carried  an in terest ra te  of 2% m ore than the in terest 
rate payable by the Boston Metropolitan D istrict on corresponding issues.
$74,049,917 00
$26,885,000 00
3,003,000 00 23,882,000 00
$97,931,917 00
$25,951,917 00
561,62811« 26,513,54511
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Purchase of Subways, Tunnels and Rapid T ransit Facilities: Section 3 of Chap­
te r  572 of the Acts of 1949 authorized the Authority to acquire these facilities from the 
City for an amount equal to the net debt of the City incurred for these purposes as of 
August 3, 1949, which was $40,219,445.43, made up as follows:
Principal T ransit Debt Outstanding $54,048, 500 00
Less:
Bonds and Cash in Sinking Funds 13,829,054 57
$40,219,445 43
Schedule No. XIX in this rep o rt shows the detail of these bond issues. Funds were pro­
vided for this purpose by the Boston Metropolitan District.
On August 3, 1949, the D istric t executed bonds in a total sum equal to the aggregate 
amount by which the outstanding indebtedness of the City of Boston ($54,048,500.00) less 
the face value of the secu rities and cash then held in the sinking funds of the City for such 
indebtedness ($13,829,054. 57). These bonds, each adapted to a particular sinking fund 
of the City totaling $40,219,445.43 bear no in terest, and ten days before any bonds of the 
City fa ll due, if the cash and obligations,of the United States Government in the sinking 
fund will be insufficient to pay the principal, the D istrict will pay to the City the amount 
of such deficiency.
The D istrict also executed a  note to reim burse the City for all loss resulting from the 
sale of any obligations of the United States Government held in the City's sinking funds, 
when the amount realized  on such sa les is less than the amount of such obligations, and, 
in addition, prom ises to pay the city, ten days before in terest becomes due on outstanding 
indebtedness of the City, the amount by which such interest will exceed income of the City’s 
sinking funds available to pay the same.
On August 3, 1949, the Authority,executed a bond to the D istrict maturing November 
20, 2024 in an amount equal to the aggregate amount of the bonds of the District, namely, 
$40, 219,445.43. This bond provides that the Authority will pay the District on November 
20, 1950 and each year thereafter 1 1/3 per cent of the amount of the principal, namely, 
$536, 259.27 as debt reduction and also, as in terest, ten days prior to the interest day of 
a ll bonds Issued by the D istrict, an amount equal to the interest payable by the District. 
Funds to meet the reduction of debt a re  provided by the State Treasurer by direct assess­
ment on the c ities and towns of the D istrict and in terest is included in the cost of service 
of the Authority.
We do not agree with this procedure. The obvious purpose of this arrangement is to 
reduce the annual deficit as reported by the Metropolitan Transit Authority by $536, 259.27 
and thus p resent a bette r picture to the taxpayer, who in reality will pay the $536, 259.27 
automatically every year for seventy-five years.
The Authority also executed a note undertaking to pay on behalf of the District all a- 
mounts which the D istrict will be required to pay the City on the note issued by the District 
hereinbefore mentioned.
All amounts paid reducing the principal of the Authority's bond will be used in paying 
bonds of the D istrict issued under paragraphs (b) and (g) of Section 8A of Chapter 544 of 
the Acts of 1947, as amended, and pending such use will be held by the District.
Upon receip t of the bonds and note of the D istrict, the Authority delivered them to the 
City, and, in addition, paid the City $6,105.00. Upon such delivery and payment, all right, 
title , and in te res t of the City in all subways, tunnels, stations, rapid transit facilities, 
e tc . , whether existing or under construction, were transferred  to and vested in the Au­
thority.
For the purpose of refunding the D istric t's  rapid tran s it bonds, which will not be met 
by the Authority's payment in reduction of the principal, the D istrict will from time to 
time issue bonds in the usual manner.
Clause F of Section 3 of Chapter 572 of the Acts of 1949 provides that as additional 
compensation for the property transferred  from the City to the Authority, the Authority 
shall pay to the City $2,334,457.28:
" . . . .  provided, however, that said additional compensation shall be paid 
in the following manner but not otherwise: If as of the last day of De­
cem ber in any year the reserve  fund provided for by section thirteen shall 
exceed the amount originally established, the tru stees shall, until said 
additional compensation has been paid in full, pay over to the city, on ac­
count said additional compensation, so much of the excess as is not neces­
sa ry  to reim burse the Commonwealth under section th ir te en ."
Section 13 of Chapter 544 of the Acts of 1947, as amended by paragraph 5 of Chapter
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572 of the Acts of 1949, provides, that p rio r to applying clause F of Section 3 above, all 
past deficiencies since December 31, 1947, inclusive, must f irs t be repaid to the Com­
monwealth.
Referring to the possible additional compensation to the City of Boston of 
$2,334,457. 28: this rep resen ts expenditures by the City of Boston, from time to tim e, in 
connection with the construction and financing of the tunnels and subways. The amounts 
set forth below were expenditures over and above ren ta ls received and were included in 
the annual tax levy made by the City. The detail by units is as follows:
(a) This amount rep resen ts the 50% d irect tax levy by the City of Boston
for the years 1933 through 1947, exclusive of 1944 in which no a s­
sessm ent was made. The other 50% was paid by the Commonwealth.
(b) This figure covered total expenditures for the years 1942 to 1947 in­
clusive. All were included in the tax levy of the City of Boston.
(c) This amount was the excess of the In terest and Sinking Fund req u ire ­
ments over the actual ren ta ls received for the years 1923 to 1948 
inclusive.
Section 3 of Chapter 572 of the Acts of 1949 further provided that any sum s previously 
borrowed by the City and not expended on August 3, 1949 shall be paid by the City to the 
Authority which shall use such sums for the purposes for which they were borrowed by the 
City.
In this way, on August 31, 1949 the Authority received $228, 411.07. The detail mak­
ing up this amount is shown on Schedule No. XIX.
(c) Private Accountants' Report: In nonnection with the tran sfer of the tunnels owned 
by the City of Boston to the Metropolitan T ransit Authority, the T rustees employed the 
services of a private accounting firm , and a rep o rt was submitted by it to the T rustees on 
September 21, 1949 entitled "A Limited Examination of the Books and Records of the T ran­
sit Department and Auditor of the City of B oston."
The first column appearing in Schedule A of that report headed ''Detail of Source of 
Funds Not Available from T ransit Department Records" included an amount totaling 
$7,754,051. 65. Our examination disclosed that $7,750,000.00 of this amount were cov­
ered by bond issues, and that the total should have been added to the total of bonds r e ­
flected in the private accountants' statem ent. Their total of bonds was $63,101,200.00, 
and it should have been $70,851,200.00. These bonds are  recorded on the reco rds of the 
Transit Department. The column "Details of Source of Funds Not Available from T ransit 
Department Records" would then be reduced to $4,051. 65, and it is the opinion of this De­
partment that the heading is inco rrect, and it should be labelled "Sundry A djustm ents."
This would eliminate the inco rrect caption "Unknown Source" since the $4,051. 65 is  ap­
parently the net premium on financing and is so relatively sm all that clearance should be 
made through the suggested "Sundry Adjustments" column.
(d) Charges to Cost of Service: It is  the opinion of this Department that in the opera­
tions of the Metropolitan T ransit Authority the Board of T rustees have a responsibility to 
maintain good accounting p ractices, and that within those lim its every consideration and 
benefit must be given to the taxpayers. When a choice a r ise s  between two bookkeeping 
methods, both within good accounting p ractices, the choice of the Authority should be the 
one which would be the least burdensome to the taxpayers.
Attention is directed to the fact that the "Statement of Income and the Cost of Service" 
appearing in the Third Annual Report of the T rustees of the Metropolitan T ransit Authority, 
covering a period from January 1, 1949 to August 2, 1949, contains under "Other Deduc­
tions” from income an amount of $931,538.79. The inclusion of this amount in "Other De­
ductions" ra ised  the deficit for the period by a corresponding amount to a total of 
$6,896, 594. 53, which deficit was reported to the State T reasu re r, and the Metropolitan 
Transit Authority received payment of it on October 24, 1949. This amount of $931,538. 79 
represented "Unamortized Discount and Expense less Prem ium " which had been carried  
on the books of the Authority for some time and each year a sufficient amount had been 
written off to am ortize the full amount over the lives of the respective bonds concerned.
This charge to cost of serv ice was entirely unjustified, since it charged to a period of only 
seven months an expense which should have been distributed over seventeen y ears, and
(a) Boylston St. Subway Extension
(b) Huntington Ave. Subway
(c) Hyde Park  Railway
$1,503,227 56
601,975 58 
229,254 14
$2,334,457 28
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was made with complete d isregard lo r the taxpayer and represented  a part of a deficit 
accrued under Chapter 544, for which the present T rustees disclaim  all responsibility.
A large concern of certified public accountants employed by the Metropolitan Transit Au­
thority, referring  to this charge, on December 28, 1949 wrote to the Comptroller of the 
Metropolitan T ransit Authority, in part, as follows:
"The disposition of unamortized discount and expense, less issue 
premium on the old funded debt, however, required, special consider­
ation. It was our conclusion that the Authority under good accounting 
practice, had the option either (a) of writing off the entire amount of 
unamortized discount and expense, less  issue premium as of August 2,
1949, or (b) of continuing am ortization after August 2, 1949 ratably 
over the m aturities of the respective old issues (but not over the life 
of the new bond). . . . "
following aconsultationwith the Chief Accountant of the Department of Public Utili­
tie s , as a re su lt of an official request for such a consultation by this Department under 
the term s of Chapter 675 of the Acts of 1949, the following letter was forwarded to the 
Chairman of the Board of T rustees of the Metropolitan T ransit Authority:
(COPY)
April 13, 1950
Mr. W alter J . Waldron, Chairman 
Board of T rustees 
Metropolitan T ransit Authority 
P ark  Square Building 
Boston 16, M assachusetts
Dear Sir:
On March 2, 1950 as a resu lt of previous correspondence I wrote 
you as follows:
"With reference to your le tter of March 1, 1950 regardjpg 
the deficit for the last five months of 1949, may I re itera te  to 
you my recommendation that the Trustees withhold reporting 
the 1949 deficit to the State T reasu rer, until such time as the 
current audit of the Metropolitan Transit Authority by this de­
partm ent is  completed, or until such time as need for this ad­
ditional cash is  clearly  demonstrated.
"I call your particular attention to the fact that the statutes 
do not sta te  any specific date for the reporting of your deficits 
to the State T reasu re r. "
Our audit has now been completed to a point from which definite con­
clusions can be drawn.
Our original letter pointed out that on December 31, 1949 the Metro­
politan T ransit Authority had available in unrestricted cash a total of 
$6,012,756. 61. We note now that this unrestricted cash as of March31, 
1950 had risen  $831,495.01 to a total of $6,844,251.62. This substan­
tia l increase corroborates our original statem ent that assessm ent of a 
$1,354,292. 29 deficit for the last five months of 1949 would be an un­
necessary  and needless burden on the taxpayers of the d istric t, particu­
larly  since two separate fare  increases placed upon the rid ers  by your 
Board of Trustees have resulted in a daily increase in revenue which 
has averaged approximately twenty per cent.
In addition to these facts our audit now dem onstrates that the deficit 
for the f irs t seven months of 1949 has been overstated by at least 
$931 538.79 as a resu lt of charging to the cost of serv ice unamortized 
discount premium and expenses on bonds that were m erely replaced 
on August 3 1949. As a resu lt I am today forwarding a le tter to the 
Department’of Public Utilities requesting that they take corrective steps 
in this m atter. I am enclosing herewith a copy of that le tter. You will 
note that to correct this bookkeeping entry which has needlessly in­
creased  the 1949 deficit by nearly one million dollars, we have recom ­
mended an equally simple accounting transaction which will remove for 
all time the possibility of saddling the taxpayers and car r id e rs  with 
this unjustified burden.
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1 find It difficult to understand the motives of your T rustees in p e r­
mitting this unwarranted charge of nearly one million dollars to be made 
against the taxpayers of the d is tric t, particularly  since a reputable firm  
of public accountants, hired by the Metropolitan T ransit Authority itself, 
has stated the following in a le tte r to your Com ptroller:
"The disposition of unamortized discount and expense, less
El  premium on the old funded debt, however, required, spe- consideration. It was our conclusion that the Authority under accounting practice, had the option either (a) of writing off the'entire  amount of unamortized discount and expense, less is ­
sue premium as of August 2, 1949, or (b) of continuing am ortiza­
tion after August 2, 1949 ratably over the m aturities of the r e ­
spective old is s u e s . . . . "
You will note that your accountants have stated that the T rustees of 
the Metropolitan T ransit Authority had a choice in this m atter and they 
have selected the method which will cost the taxpayers nearly one m il­
lion dollars unless corrected.
Since August 29, 1947, a total of $22, 949,288. 23 in taxpayers’ funds 
have been poured into this railway and the r id e rs  have been forced to 
accept two separate fare increases, and yet, when the tru stees had an 
opportunity to relieve the taxpayers of a charge amountingto $931, 538.79, 
they have approved the additional levy.
Very truly yours,
/ s /  Thomas J. Buckley
Enclosure Auditor
As of the sam e date, the following le tter was forwarded to the Chairman of the De­
partment of Public Utilities:
(COPY)
Mr. Thomas A. Flaherty, Chairman 
Department of Public Utilities 
167 State House 
Boston, M assachusetts
April 13, 1950
Dear Sir:
May I thank you, at this tim e, for your cooperation in making avail­
able to this department the serv ices and advice of your Chief Accountant 
in the m atter which I am herewith bringing officially to your attention.
This Department is presently  engaged in an examination of the ac­
counts of the Metropolitan T ransit Authority.
P rio r to August 2, 1949 an account entitled "Unamortized Discount 
and Expense less Prem ium " had been carried  on the books of the Au­
thority, and each year a sufficient amount had been written off to the 
"Cost of Service" to am ortize the account over the lives of the resp ec­
tive bonds concerned. For the past few years approximately $80,000. 00 
had been amortized annually in this way, leaving a balance in the ac­
count p rio r to the August 2, 1949 closing of $931, 538.79.
Referring to the statem ent "Income and Cost of Service" for the 
period of January 1, 1949 to August 2, 1949, as shown in the third an­
nual report of the Authority, it was noted that the entire  amount of 
$931, 538.79 had been charged to the "Cost of Service" under the cap­
tion of "Discount and Expense less Prem ium  on Funded Debt Written 
off".
It is the opinion of this department that the charging of this amount, 
namely, $931, 538.79 to an accounting period of only seven months is 
not justified. In this connection, it is  noted that a  reputable concern 
of Certified Public Accountants on December 28, 1949, with d irect re f­
erence to a request for an accounting opinion from the Metropolitan 
Transit Authority as to the proper handling of this item  in particu lar, 
stated:
"The disposition of unamortized discount and expensej less 
issue premium on the old funded debt, however, required , special
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consideration. It was our conclusion that the Authority under 
good accounting practice, had the option either (a) o£ writing off 
the entire amount of unamortized discount and expense, less  i s ­
sue premium  as of August 2, 1949, or (b) of continuing am ortiza­
tion after August 2, 1949 ratably over the m aturities of the r e ­
spective old issues (but not over the life of the new bond). . . . ” 
Attention is  called to the fact that during the period from August 29, 
1947 to December 31, 1949, approximately $28,000,000.00 of Debt Re­
duction has been credited to "R eserve for Depreciation", and it would 
seem  only proper that if "Reserve for Depreciation" is  to be credited 
with Debt Reduction, this item  of "Unamortized Discount and Expense" 
should be charged against it and should not be charged to the cost of 
serv ice.
In this connection, it is desired  to call your attention to the fact that 
on August 3, 1949, in accordance with the provisions of Section 7A of 
Chapter 544 of the Acts of 1947, as inserted  by Section 2 of Chapter 572 
of the Acts of 1949, fifteen outstanding bonds of the Boston Elevated 
Railway Company and of the Metropolitan T ransit Authority issued to 
the Boston M etropolitan D istrict totaling $97,931,917.00 were can­
celled and a new bond for $71,418,371.89 issued to the Boston Metro­
politan D istric t, the difference rep resen ts the amount by which the debt 
of the Boston Metropolitan D istrict had been reduced or funds provided 
for to August 2, 1949.
It would not appear that the swapping of several pieces of paper for 
one piece actually wiped out the debt. As a m atter of fact, the Boston 
M etropolitan D istrict had just as much outstanding-debt on August 3 as 
it had on August 1. The bonds of the Boston Metropolitan District had 
in no way been reduced or cancelled.
It is also desired  to call to your attention the fact that the deficit of 
$6,896, 549. 53 reported  by the Metropolitan Transit Authority for the 
period of January 1, 1949 to August 2, 1949 includes, of course, the 
amount $931,538.79 previously described in this letter as being written 
off to the cost of serv ices, and that the Authority on October 24, 1949 
received from  the State T reasu rer a check for $6,896, 549.53.
It is  recommended that to adjust this item, when the deficit for the 
period of August 3, 1949 to December 31, 1949 is reported, it be re ­
duced by the amount of $931, 538.79.
Very truly yours,
/ s/  Thomas J. Buckley 
Auditor
On May 9, 1950, the following reply was received from the Chairman of the Depart­
ment of Public U tilities:
(COPY)
Mr. Thomas J. Buckley, Auditor 
The Commonwealth of Massachusetts 
State House, Boston 33.
May 9, 1950
Dear Sir:
Reference is made to your letter dated April 13, 1950, relative to 
the procedure followed by the Trustees of the Metropolitan Transit Au­
thority in the disposition of $931,538. 79 representing an account en­
titled "Unamortized Discount and Expense less P rem ium ."
Please be informed that the practice followed by the Trustees in this 
instance is consistent with and justified by the provisions of the Uniform 
System of Accounts for E lectric Railwaysand, consequently, this De­
partm ent has no cause to take issue with the T rustees in the m atter.
In this connection may I call your attention to the observations of
relative to this proposition as contained in their letter 
to the Trustees'dated December 28, 1949. These auditors stated:
"if the cost of serv ice after August 2, 1949 were to be charged with 
amortization of debt which had already been re tired  and cancelled, the 
Trustees might have been subject to criticism  on the grounds that such 
treatm ent was contrary to the sp irit of Chapter 572. The write-off of
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the balance of unamortlzed debt discount and expenses, less Issue p re ­
mium on the old debt as of August 2, 1949, to be charged to the cost of 
serv ice in the period from  January 1, 1949 to August 2, 1949, appeared 
to be the preferable treatm ent. "
Relative to your recommendation that the deficit, if any, for the p e r­
iod August 3, 1949 to December 31, 1949, be reduced by the amount of 
$931, 538.79, please be advised that this is  not a  subject for this Depart­
ment to consider, since our approval is not required on any such report 
submitted to the T reasu re r and Receiver General of the Commonwealth 
under the Act.
Very truly yours,
/ s /  Thomas A. Flaherty
Chairman
Attention is directed to the fact that the Chairman of the Department of Public Utili­
ties is being inconsistent with previous rulings of his department. Attention is directed 
to the following D. P. U. O rder, No. 4900-A, issued on December 4, 1934, when under 
almost identical circum stances the Department of Public U tilities ordered the then Bos­
ton Elevated Railway to am ortize unamortized discount on a sim ilar bond issue over the 
lives of the new securities issued to replace them.
(COPY)
December 4, 1934
(D .P.U . 4900-A)
Petition of Boston Elevated Railway Company for authority to am or­
tize part of discounts and expenses and the call premium on bonds which 
may be called for payment on February 1, 1935, through a period sub­
sequent to said date.
This is  a petition of the Boston Elevated Railway Company which r e ­
quests the Department to authorize the company to am ortize the unamor­
tized discount and expenses and the call premium  on six million three 
hundred and nine thousand ($6,309,000) dollars face value of six  and 
one-half per cent, (6 1/2%) sinking fund bonds which the company may 
call for redem ption on February 1, 1935 over the interval between Febru­
ary 1, 1935 and the m aturity of bonds which the company may issue and 
sell to the Boston Metropolitan D istrict as authorized by the Department 
in an order of even date herewith, under and in accordance with the p ro­
visions of chapter 334 of the Acts of 1934.
The apparent legislative purpose in authorizing the Boston Elevated 
Railway Company to se ll bonds to the Boston Metropolitan D istrict for 
the purpose of calling and refunding the outstanding six and one-half per 
cent. (6 1/2%) sinking fund bonds was to perm it the company to effect 
savings in the cost of serv ice  over the life of the bonds to be sold the 
D istrict, it is consistent with this purpose that the unamortized d is­
count and expenses and the call premium arising  out of the issue and 
call of the six  and one-half per cent (6 1/2%) sinking fund bonds should 
be amortized over the period between February 1, 1935 and the maturity 
of bonds which may be substituted for said sinking fund bonds under au­
thority of said chapter 334.
Accordingly, after notice and hearing, - it is
ORDERED, That if the Boston Elevated Railway Company shall issue 
and sell to the Boston Metropolitan D istrict bonds of the face value of 
six million three  hundred and nine thousand ($6,309,000) dollars as au­
thorized by the Departm ent in an o rder of even date herewith, under and 
in accordance with the provisions of chapter 334 of the Acts of 1934, for 
the purpose of calling for redemption and for paying or redeeming and 
refunding two issues of outstanding six and one-half (6 1/2%) per cent 
sinking fund bonds totalling six  million th ree  hundred and nine thousand 
($6,309,000) dollars, and shall call said sinking fund bonds for redem p­
tion on February 1, 1935, the Boston Elevated Railway Company is hereby 
authorized, so far as the Department has authority with regard  thereto, 
to am ortize over the interval between February 1, 1935 and the date of 
the maturity of the bonds to be sold to the D istrict as aforesaid, the sum 
of two hundred and ten thousand five hundred and eighty-six dollars and 
fifty cents ($210, 586. 50), being the amount of the discount and expenses 
arising  out of the issue of said two issues of six  and one-half (6 1/2%)
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per cent sinking fund bonds which will be unamortized on February 1, 
1935, and the sum of three  hundred and fifteen thousand four hundred 
and fifty ($315,450) dollars, being the amount of the call premium on 
said two issues of six and one-half (6 1/2%) per cent sinking fund bonds 
which the company will be required to pay on that date.
By order of the Department, 
(SEAL) / s /  Allan Brooks,
ADMINISTRATIVE SECRETARY
A true copy.
Attest:
/ s /  Allan Brooks 
Adm inistrative Secretary.
It would not appear that the swapping of several pieces of paper for one piece actu­
ally wiped out the debt. As a m atter of fact, the Boston Metropolitan D istrict had justas 
much outstanding debt on August 3 as it had on August 1. The bonds of the Boston Metro­
politan D istrict had in no way been reduced or canceled.
It is  recommended that this item be adjusted by reducing the deficit for the periodof 
August 3, 1949 to December 31, 1949 by the amount of $931,538.79.
In this connection, it was noted that from  August 29, 1947 to December 31, 1949over 
$5,000,000.00 on account of debt reduction has been transferred  from "Unearned Sur­
plus" to "Reserve for D epreciation," and it would seem  only just and fair to the fourteen 
c ities and towns in the D istrict that the amount of $931,538.79 necessary to adjust this 
item  be tran sferred  back to "Unearned Surplus. ” This would remove this item from the 
accounts of the Metropolitan T ransit Authority without unjustly penalizing the taxpayer.
(e) Depreciation: From  the earlie st days of the Boston Elevated Railway dating back 
to 1894, the management of the Railway has manipulated the item of depreciation to suit 
their own purposes; f irs t , under private ownership, as demonstrated by our previous au­
dit rep o rt, to pay unearned dividends to an extent that finally wrecked the private Cor­
poration; secondly, under public control to add unnecessarily to the deficits assessed upon 
the taxpayers by using the "Reserve for Depreciation" for items other than those which 
would norm ally be found in this type of account in any accepted accounting system, and as 
a m atter of record , these re se rv e s  were frequently charged during the period under pub­
lic control with losses incurred under private ownership, and today, under public owner­
ship, the amounts charged to the cost of service, in some instances in violation of ac­
cepted accounting p ractices, have been in excess of normal needs, and have resulted in 
accumulation of huge cash balances.
While in its last report this Department stated that an inadequacy existed in the "Re­
serve  for Depreciation" amounting to more than $38,000,000.00, today we have no opinion 
as to the adequacy of this re serv e , since under public ownership the reserve itself is no 
longer important. Recent legislation has provided that the cost of major replacements 
will be provided from  bond issues and therefore no reserve  is necessary for purchase of 
passenger carrying equipment and tunnel construction.
Attention is directed to the fact that at the time the Railway was acquired from the 
private Corporation on August 29, 1947, the then Trustees of the Railway continued to 
carry  the a sse ts  of the Railway at the cost to the Boston Elevated Railway, not at the new 
cost to the Metropolitan Transit Authority. W. A. Paton 's Accounting Handbook, Third 
Edition, page 719, in re ferring  to the treatm ent of used property, states:
"Where property is acquired in a used or secondhand state the actual 
cost in cash or equivalent is generally the proper basis for depreciation, 
regard less of the previous history of the property. . . . "
R eferring to the sam e subject, the Handbook goes on to state:
"In reorganizations and m ergers, particularly  in the utility field, the 
old accounts, with any necessary adjustm ents, often form the basis of 
the new records. This is not undesirable if the transaction is of anom- 
inal character, involving no essential break in the continuity of the en­
te rp rise , but where there is a genuine transfer between independent 
parties - an outright change in ownership - attention should be focused 
on the cash cost of the property and previous records should be ignored."
If this practice had been adopted, the following would have resulted:
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Cost of Fixed A ssets - August 29, 1947
Cost of Fixed A ssets to Boston 
Elevated Railway Company 
Cost of Fixed A ssets to Metropolitan 
Transit Authority
Book Value of Fixed A ssets $111, 532,227 12
Less Reserve for Depreciation(Adjusted) 39, 802, 998 22
$111,532,227 12 
$71,729,228 90 
$71,729,228 90
Determination of Cost of Depreciable A ssets Excluding Buses and
__________ Trackless Trolleys______________________
As of August 29, 1947
Cost of All Fixed Assets 
Buses:
Cost $6,204,948 23
Less Reserve 3,372,353 08
Trackless Trolleys:
Cost $2,218,089 05
Less Reserve 991,817 27
Land, Track, Etc.
Work in Progress 
Misc. Physical 
Property
Advances for Road and 
Equipment on Leased 
Roads
$ 2,832,595 15
1,226,271 78 
20,482,034 13 
538,314 19
228,317 69 
231,530 98
Cost of Depreciable A ssets to Metropolitan 
Transit Authority
$71,729,228 90
25, 539,063 92 
$46, 190, 164 98
Following public purchase, the value of the depreciable a sse ts  of the Metropolitan 
Transit Authority could, therefore, have been established at $46,190,164. 98, and would 
as a consequence have resulted in a substantial reduction in the amount reserved  each 
year for depreciation under public ownership. This Departm ent, however, is strongly of 
the opinion that the depreciable assets should be further reduced by $17,893, 974.71, since 
this amount represents the value of elevated s truc tu res and stations which the General 
Court has ordered torn down and replaced with tunnels. One of the main purposes for 
creating a "Reserve for Depreciation" is  to provide funds for replacem ent of the particu­
lar items which are being used, and the legislation, in ordering the rem oval of these 
structures, has authorized the Metropolitan T ransit Authority to borrow money for con- 
struction of the tunnels which are to replace them. Further charges to the cost of s e r ­
vice for replacement of elevated s truc tu res is entirely  unnecessary and an unwarranted 
burden placed upon the taxpayer and can only resu lt in adding to the cash balances of the 
Railway.
It would appear that in the in terest of ordinary effective bookkeeping a complete l is t­
ing and reappraisal of depreciable property should be made as of a given date, and that in 
the future, following this inventory and reappraisal, further depreciation should be ac- 
crued only on those items which the Metropolitan T ransit Authority will eventually be 
called upon to replace from their own funds.
The cost of service is now being charged approximately $25,000.00 per month to p ro­
vide funds for replacement of the present elevated s tru c tu res . In the event that this re c ­
ommendation for a reappraisal of the depreciable a sse ts of the Railway is  not followed, 
this Department recommends that a reduction of $25,000.00 per month in the amount r e ­
served for depreciation be effected immediately, retroactive to August 2, 1949, since the 
legislation to remove the elevated stru c tu res  was adopted during that month. This will 
eliminate further replacem ent charges from the cost of serv ice  for elevated s truc tu res 
which will not be replaced, and reduce the deficit for the last five months of 1949 by ap­
proximately $125,000.00. This adjustment should be made by deducting this amount from 
the deficit now reported for the last five months of 1949.
(f) East Boston Rapid T ransit: Included in the properties acquired from the City was 
the so-called extension of East Boston Rapid T ransit facilities, for which purpose the City 
had borrowed $5,950,000.00 and of which $61, 153.03 remained unexpended on August 3 
1949, and which was included in the $288,411.07 paid by the City to the Authority. To con­
tinue this construction, the Authority subsequent to August 3, 1949 borrowed $7,650 000.00 
°f which $1,748,025. 93 had been expended to December 31, 1949. The Third Annual Re- '
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Ttmnpl T rustees of the Metropolitan T ransit Authority, referring  to the East Boston
"Construction of the East Boston Tunnel Extension from Maverick 
to Orient Height Stations is  now 60% completed. Expectations are that 
it will be opened to the public not later than midsummer 1951. In the 
in terest of efficiency and economy, most of the remaining work willbe 
let out on contracts. "
In connection with the checking of "Special Deposits" covering the East Boston Ex- 
MoSir « and "Unfinished Construction” relative thereto, it was noted that expenditures of 
$69,759. 98 had been made to December 31, 1949 for projects other than the East Boston 
Extension and for which funds had not been provided, as follows:
Shawmut Ave. Subway - Survey $47,783 06
Atlantic Ave. Station - Installation of 
moving stairw ays, etc. 19 382 14
Dorchester Rapid T ransit Extension - 
Fields Corner and Geneva A ve.,
incline, etc. 717 68
M assachusetts Station Surface - a lte ra ­
tions account of track less trolleys 1,875 55
Land Purchases, e tc . , for o ff-street 
parking facilities 1 55
$69,759 98
It was explained that, as this was the only appropriation with funds available, all 
item s as enumerated above were charged thereto.
L ater when funds a re  made available for the items shown, the expenditures will be 
tran sferred  and this account reim bursed.
This method of expenditure before funds are available was comparable with the pro­
cedure in the City of Boston T ransit Department.
It was understood that when funds for these projects are provided, the expenditures 
mentioned above will be transferred  to them in accordance with Section 2 of Chapter 269 
of the Acts of 1950, which reads as follows:
"Section 6 of said chapter 649 is hereby amended by striking out the 
f irs t  sentence and inserting in place thereof the following sentence:- 
For the purpose of providing funds for, or of restoring to the treasury 
of the authority funds expended for, the purposes of this act, which 
purposes shall include the preparation of plans and estimates of cost 
with reference to any subway or tunnel addition authorized by this act, 
and for the purpose of refunding again and again bonds issued under 
this act, the authority shall from time to time issue to the district 
bonds of the authority for sdch term s and bearing such rates of in­
te re s t as a re  hereinafter provided. "
A study of land takings in connection with the East Boston Tunnel Extension included 
a review of the minutes of the Board of Trustees of the Authority to see that statutory re­
quirem ents were complied with. In every instance it was found that the holder of the fee 
was notified in writing of the taking, and that he was awarded damages of one ($1.00) dol­
la r . This is but routine procedure in these cases of land takings under eminent domain 
proceedings, and the final determination of damages may be arrived at by agreement be­
tween the parties or by determination of the courts. At present, the Legal Department 
of the Authority is negotiating with the form er owners in cases where final determination 
of damages may be reached by agreement.
There have been two types of land takings: one to meet the needs of the extension of 
the tunnel, as authorized by Chapter 692 of the Acts of 1945 as amended by Chapter 494 
of the Acts of 1946, and as affected by Chapter 572 of the Acts of 1949, and Chapter 79of 
the General Laws - and the other for relocation purposes as prescribed by Chapter 191 of 
the Acts of 1949. This Act empowered the City of Boston to provide funds not exceeding 
$250 000. 00 for the acquisition of vacant lands and the removal thereto of such houses as 
was practicable - that Is, houses that have been or were to be taken under eminent domain 
proceedings in connection with the East Boston Tunnel. Normally, these houses would 
have been razed, but in view of the critical housing shortage, the Legislature provided 
this means of mitigating the hardships that might be caused by this activity. Since the
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Authority has assumed all functions of the City of Boston in connection with the East Bos­
ton Tunnel Extension, under Chapter 544 of the Acts of 1947 as amended by Chapter 572 
of the Acts of 1949, any work done by the Authority in. connection with the relocation of 
these homes and the acquisition of vacant lands for relocation purposes is as agent for 
the City of Boston.
As of December 31, 1949, plans call for the relocation of not more than twenty-six 
houses. These houses a re  prim arily  of wood fram e construction, and it has been 
deemed practicable to move them. In other instances where existing s truc tu res on taken 
land are to be torn down, they are either of brick (impracticable to move) or of such un­
sound condition as not to be able to withstand moving. Lots to which these houses a re  to 
be moved have already been acquired by eminent domain proceedings by the Authority as 
agent for the City of Boston in the same manner as the other land takings - and the nec­
essary relocation plans are ready, awaiting the proper time for the initiation of the ac ­
tivity.
These houses when relocated are to be sold in one of three ways: to the form er 
owner, former tenant, or by public auction, under Chapter 191 of the Acts of 1949. If 
sold to the former owner or tenant, the price is to be the cost of removal plus the price 
of the new lot - or the approximate cost of the original acquisition, whichever is the 
greater. If by public auction, then of course to the highest qualified bidder.
There is in the area a group of land takings from going business firm s and a firm  
with extensive property holdings. From this latter firm  were taken several large trac ts  
of vacant land, much of which consisted of the right of way of an abandoned railroad and 
abutting land. Of the two business firm s involved, one presents no serious problem as 
the taking predominantly involves vacant land and it does not appear that any structure  
will be disturbed to any great extent. But the taking from the other, a going printing con­
cern, involves a taking which appreciably disturbs its buildings and, undoubtedly, even­
tually will result in substantial damages.
There are a number of land takings of portions of lots. Where the needs of the tun­
nel extension did not require the whole parcel of land, it took only such portion as was 
necessary. In this class of taking, it was possible to avoid disturbing any houses on the 
land.
In addition to these land takings which are in fee, there has been another type of tak­
ing called a leasehold taking. These leasehold takings, so-called, were necessary  for 
temporary tunnel construction purposes - entrance, egress , access to tunnel, etc. In 
some cases it may have been necessary to disturb cellar or foundation as well as use 
under or over the land. The Engineering Department of the Authority has indicated that 
these particular structures will be restored  to at least as good condition as before. These 
particular takings were under statutory powers in the same manner as the other takings, 
except that they were for three month periods to meet the tem porary needs of the con­
struction of the tunnel extension, and will expire when these needs cease. Nominal dam­
ages of one ($1.00) dollar were awarded at the time. The problem of what damages, if 
any, the owners of these properties may be entitled to rem ains, but they are  not expected 
to be substantial.
(g) Operating Expenses: The Third Annual Report of the T rustees of the M etropoli­
tan Transit Authority includes on page 5 the following statem ent:
(COPY)
The Interim Board of T rustees has reduced operating costs by 
$1,044,740 in all the 11 months, February 1 to December 31, 1949, 
as compared to the sam e period in 1948. After necessary adjustments 
to make the two periods comparable, the table below indicates these 
savings.
Decrease in operating payroll 
Increased by wage ra tes  which became 
effective in 1949, but which were not 
in effect in 1948
Total savings upon comparative basis 
Reduced by difference in wage cost for 
snow removal on account of severe winter 
in 1948 as compared to winter of 1949
Net wage decrease 
Decreased fuel costs
$ 375,550. 18
492, 136.00 
867,686. 18
84,531.20 
783,154. 98 
311,939,72 
$1,095,094. 70
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(Continued)
Reduced by increased cost for m aterials 
(exclusive of costs for m aterials used
in snow removal) $ 50,353.99
Net savings, 11 months, on comparable 
basis $1,044,740.71
The T rustees herein have again attempted to turn  figures to their own advantage to 
dem onstrate savings that a re  not re a l, viz: they have added to their claimed savings an 
amount of $492,136.00 which was actually paid out in 1949 as salary  increases. We fail 
also to find any savings in the $50,353. 99 deducted as "increased c o s ts ." The Trustees' 
reasoning is ra th e r extended when actual expenditures a re  claimed as savings. By prop­
erly  applying these expenditures to their own calculations, the reported saving of 
$1,044,740.71 drops to $502,250.72.
The savings in fuel reported  as $311,939.72 resulted from a reduction in transporta­
tion serv ice  to the D istrict and from  conversion of power plants from coal to oil.
Attention is  d irected to the fact that the South Boston Power Station was converted 
from  coal to oil on January 25, 1949 and the Lincoln Power Station on October 6, 1949. 
The savings reported  by the T rustees a re  clouded by the fact that in converting from coal 
to oil, the Railway, as a re su lt of bad planning by the same Trustees, continued to pur­
chase and accumulate coal until on December 31, 1949 the Metropolitan Transit Authority 
had on hand 57,359 tons of coal valued at $704,475. 97. It is worthy of comment that, de­
spite this trem endous inventory of coal, during the month of November 1949, (to cite an 
example) the road consumed only 1,465 tons of coal. On the basis of this consumption, 
the road had on hand on December 31, 1949 more than a three-year supply of coal.
While it is  true  that this large coal re serv e  proved useful during the acute coal short­
age of the past winter and the T rustees were saved an em barrassing situation by dispos­
ing of a m ajor part of this re se rv e , the fact still rem ains that the Trustees under ordinary 
planning should have anticipated conversion from coal to oil and cut down on their pur­
chases of coal to prevent the accumulation of such a large reserve. Once having accumu­
lated such a large  re se rv e , in view of the fact that both power stations are capable of 
burning e ither coal or oil, it is  debatable economy to convert to oil, and, at the same 
tim e, leave idle a $700,000.00 coal pile, with the consequent expense of maintaining and 
caring for it, without even considering the substantial funds tied up in such a reserve.
(h) Engineering Services and Expenses in P rio r Years Charged to Operating Expenses 
in 1949: It was noted that a total of $18,193.84 which had in prior years been charged to 
Construction Work in P ro gress was in 1949 closed out to Operating Expense. The detail
making up the $18,193. 84 follows: Charged to
Operating
Work Perform ed In Project Cost Expenses
1946 Conversion to trackless
trolleys $ 500 16 March 1949
1937
1940 Filling Land 725 54 July 1949
1947
1946 Proposed Addition to December
1947 Fellsway Garage 16,968 14 1949
$18,193 84
It is difficult to understand why charges in prior years to Construction Work in Prog­
re s s  should be closed out to Operating Expenses in 1949.
m Reserve for Injury and Damage Claims: It was noted that the balance in this re- 
‘ £  *1 284 104 48 as at December 31, 1947 and $1, 606, 532. 22 as at December 31, 
1949 The$reserve  w^s discussed with the General Attorney and with the Comptroller 
The Comptroller furnished the following information showing how the estimate was deter
mined:
Superior Court Suits Outstanding. 
1906 @ $600.00 $1,143,600 00
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Municipal and D istrict Court Suits: 
January 1, 1948 to December 31, 
1949 686 @$200.00 
January 1, 1946 to December 31, 
1947 254 @$75.00 
Claims outstanding suit not entered
$ 137,200 00
19,050 00 
300,000 00
$1,599,850 00
The amount reserved reflects directly  in the cost of serv ice , and it is recommended 
that such reserve be held to a minimum.
(j) Interim Board of T rustees: On January 19, 1949 after the resignation of all the 
members of the Board, the Governor appointed, apparently on a tem porary basis, a 
Board composed of the General Manager of the Authority, the Com ptroller of the Authority 
and three others; one of the three others was designated Chairman. The m em bers served 
without salary.
It was noted that the Chairman resigned on September 6, 1949 and the minutes of the 
meetings of the T rustees under date of September 28, 1949 includes the following:
"Voted: That in the event of arb itration  in connection with changes 
in the agreement between the Authority and the Amalgamated Associa­
tion of Street E lectric  Railway and Motor Coach Employees of Am erica 
and Division 589 thereof, Edward Dana, General Manager, be authorized
to appoint.........as the a rb itra to r to be appointed by the Metropolitan
Transit A uthority."
It was noted that under date of December 28, 1949 the form er Chairman rendered a 
bill to the Authority reading as follows:
"For serv ices as A rbitrator in connection with the negotiation and 
arbitration of contract dispute between Metropolitan T ransit Authority 
and Amalgamated Association of Street E lectric  Railway and Motor 
Coach employees of Am erica, Division 589.
For Services $12,000.00"
It was noted that the minutes of meetings under date of December 28, 1949 includes 
the following:
"Voted: To authorize payment of the b ill of Esquire, in the
sum of $12,000.00 for serv ices rendered as a rb itra to r for the Au­
thority in connection with arb itration  proceedings with the Amalgamated 
Association of Street, E lectric  Railway and Motor Coach Employees of 
America and Division 589 thereof. "
It was also noted that a check dated January 4, 1950 drawn on the Second National 
Bank was issued to the form er Chairman.
It was further noted that the T rustees continued to serve without compensation until 
November 1, 1949 when two of them were placed on the pay ro ll, the Chairman at the ra te  
of $7, 500.00 and a member at the ra te  of $6,000. 00 a year. The third member as r e ­
cently as April 1, 1950 was s till  serving without compensation.
(k) Salaries of Certain Officers: It was noted that effective October 1, 1949 the sa l­
aries of the following officers were decreased voluntarily:
General Manager 
T reasurer 
General Counsel 
General Attorney
From
$32,000 00 a year
25.000 00 a year
20.000 00 a year
18.000 00 a year
To
$27, 500 00 a year
20.000 00 a year
18.000 00 a year
17.000 00 a year
(1) Comparison of Salaries and Wages to Expenses: The relative importance of sa l­
aries and wages to total operating expenses is shown by the following:
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1949 1948
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Salaries and Wages $26,853,565 08 $26,942,286 35
All Other Expenses 11,631,994 97 12,023,130 42
$38,485,560 05 $38,965,416 77
An analysis of sa la ries  and wages for the two years concerned follows:
Rolling Stock and Shops 1949 1948
Dept. Labor $ 4, 185,928 97 $ 4,311,005 94
Maintenance Dept. - Labor 3,294,805 82 3,521,362 25
Power Dept. - Labor
Car Station and Miscellaneous
1,551,127 76 1,430,595 78
Employees - Surface Line - 
Labor 10,819,181 28 11,105,398 16
Train Station and Miscellaneous
Employees - Rapid T ransit 
Lines - Labor 3,482,430 51 3,580,805 13
General Offices - Labor 
General Offices - Monthly
1,131,347 81 1,129,087 72
Pay Roll
Estim ated Vacation Allowance -
780,801 04 776,459 09
Labor 994,625 47 924,929 64
Snow L aborers' Pay Roll - 
Labor
Other (Back Pay - Adjustments,
2,460 00 64,583 75
E tc.) 610,856 42 98,056 89
$26,853,565 08 $26,942,286 35
(m) Concessions: For the calendar year 1949, the Metropolitan Transit Authority 
reported  income from  various concessionaires totaling $1,070,937.78. In view of the 
fact that in most instances the income due the Metropolitan Transit Authority from these 
sources is  based on a percent of the revenue of the concessionaire, this Department con­
sidered  it advisable as a part of this audit to determine that ail income due the Metropol­
itan T ransit Authority was being collected.
In practically  every instance the contract between the concessionaire and the Metro­
politan T ransit Authority includes a clause which provides that the accounts of the conces­
sionaire a re  subject to audit by -
"The Authority and its officers and duly designated representatives.. . "
The T rustees of the Metropolitan T ransit Authority were requested to name the Depart­
ment of the State Auditor as other "duly designated representatives" in order that these 
concessions might be audited and the T rustees refused.
Immediately th ereafte r, the opinion of the Attorney-General in this matter was sought 
by this Departm ent and on March 15, 1950 the following opinion was received:
(COPY)
March 15, 1950
Hon. Thomas J. Buckley 
State Auditor
Dear Sir:
You have recently asked Attorney General Francis E. Kelly for an 
opinion in terpreting the effect of the law under the circumstances here­
inafter described. Your request has been turned over to me for research 
and study. I do not think a formal opinion is required, but in order to 
a ss is t  you in the perform ance of your duties I will advise you informally.
You sta te  that you are  currently examining the accounts of the Metro­
politan T ransit Authority to determine whether all the income due said 
Authority has been recorded or collected; and you find that said Authority 
has entered into contracts with about fifteen concessionaires under which 
certain  leases have been granted and which have in every case guaranteed 
said Authority a minimum rent or a percentage of the concessionaire s 
g ross business, whichever is g reater. You also state  that each of these 
contracts contains the following clause:
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"The Authority and Its officers and duly designated rep re sen t­
atives shall have the right to verify any of the said statem ents 
(books, records and memoranda) by an examination under oath of 
the contractor's accounting or other duly authorized officershaving 
charge of such books, records and memoranda; and the contractor 
hereby agrees that It will whenever required by the Authority sub­
mit and will require all its officers, agents and employees to sub­
mit to such examination and produce such books, records and 
memoranda as may be requested. "
Briefly this clause provides: (1) The Metropolitan T ransit Authority, 
or its representatives, may interrogate under oath the officers of the 
contractor in charge of the la tte r 's  books and records; and (2) the con­
tractor shall produce for examination such books and records as may 
be requested.
You wish to know whether you may demand that the Metropolitan T ran­
sit Authority designate the Department of the State Auditor as its re p re ­
sentative under said clause.
General Laws (Ter. Ed.) C. 11, P a r. 12, imposes a duty upon the 
State Auditor as follows:
"The department of the state  auditor shall annually make a careful 
audit of the accounts of all departm ents, offices, com m issions, in­
stitutions and activ ities of the commonwealth, . . .  and for said pur­
pose the authorized officers and employees of said department of the 
state auditor shall have access to such accounts at reasonable tim es 
and said department may require  the production of books, documents 
and vouchers, except tax re tu rns, relating to any m atter within the 
scope of such audit . . . "
St. 1947, c. 544, creating the Metropolitan T ransit Authority, p ro ­
vided in section 12 that the Department of Public Utilities shall annually 
audit the accounts of the Authority and report sam e to the T rustees and 
the Governor and Council. By implication, 'if not by express language, 
the Department of the State Auditor was thus denied any jurisdiction over 
the Authority.
By St. 1949, c. 675, however, the Legislature amended said section 
12 and specifically provided as follows:
"The department of the sta te  auditor shall annually make an audit 
of the accounts of the authority and make a rep o rt thereon to the 
trustees, the governor and council and the general court. In mak­
ing said audits, said departm ent of the state  auditor may call upon 
the department of public u tilities and other departm ents, com m is­
sions, officers and agencies of the commonwealth for such inform a­
tion as may be needed in the course of making such a u d its ."
The object of all statutory construction is to ascertain  the true intent 
of the Legislature from the words used in the light of the main object 
sought to be accomplished by the enactment. Lehan v. North Main Street 
Garage, 312 Mass. 547. M eunier's Case, 319 Mass. 421.
If reasonably practicable a statute is to be explained in conjunction 
with other statutes to the end that there may be an harmonious and con­
sistent body of law. Morse v. Boston, 253 Mass. 247, 252. Kelley v. 
Jordan March C o ., 278 Mass. 101, 111.
In making your audit it is your duty to be reasonably thorough in order 
to determine whether all moneys due the Metropolitan T ransit Authority 
have been duly recorded or collected. To achieve this resu lt it will be 
necessary to examine and audit the books and records of the above-m en­
tioned concessionaires. The Legislature contemplates that all of its 
agencies will co-operate with one another in the perform ance of their 
official duties so that our governmental m achinery will operate in a man­
ner both efficient and untrammeled. Significant in this connection is the 
biblical injuntion: "As ye sow, so shall ye r e a p ." Lack of co-operation 
among governmental agencies will re su lt in d isserv ice  to the public weal.
I am therefore of the opinion that (1) the Metropolitan T ransit Authority 
should designate the Department of the State Auditor as its  representative 
to interrogate under oath a concessionaire as to the accuracy of its r e c ­
ords, or (2) said Authority should request the concessionaire to produce
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Us records so that they may be available for examination by the Depart­
ment of the State Auditor.
Cordially yours,
H. William Radovsky
A ssistant Attorney General
This ruling was immediately presented to the Chairman of "the Board of Trustees of 
the Metropolitan T ransit Authority and by the following le tter, dated March 23, 1950,the 
T rustees re itera ted  their refusal to cooperate with this Department.
(COPY)
March 23, 1950
Honorable Thomas J. Buckley,
State Auditor 
State House
Boston 8, M assachusetts 
Dear Sir:
The Board of Public T rustees of the Metropolitan Transit Authority 
has given careful consideration to the copy of a letter dated March 15,
1950, sent to you and signed by H. William Radovsky, Assistant Attor­
ney General, which your Mr. H erbert M. Eveleth, F irs t Deputy Auditor, 
turned over to the Chairman of this Board on Tuesday, March 21, 1950.
This Board sees no reason to change its prior position relative to 
not designating the Department of the State Auditor as the agent of the 
Authority for the purpose of either interrogating under oath or examin­
ing the records of concessionaires holding contracts with the Authority.
Without emphasizing the fact that Section 3 of Chapter 12 of the Gen­
e ra l Laws specifically does not apply to the Authority, there is nothing 
in the informal le tter of opinion of the Assistant Attorney General that 
changes the position of this Board.
You have previously been advised that the Board of Public Trustees 
will interpose no objection to any interrogation or examination of the 
books and records of any concession contractor doing business with the 
Authority, if that concession contractor so agrees. We believe, how­
ever, that the office of the Comptroller of the Authority is thoroughly 
qualified and should be the representative of the Authority in making 
any examination of the concession contractor's accounting officers, or 
of his books, records and memoranda which may be necessary to check 
verified statem ents given by the conession contractor as to the income 
or receip ts on which his contract payments are based. Any additional 
audits or interrogations on the part of the State Auditor's Department, 
in the absence of consent given by the concession contractor, would, 
in our opinion, subject the concession contractor to examinations and 
interrogations not contemplated by the contract or by the parties when 
they entered into their contract.
We further feel that the intrusion of the Department of the State Aud­
itor into the affairs of private concerns doing business with the Authority, 
and over whom the Department of the State Auditor has no jurisdiction 
can serve no useful purpose, may breach existing contracts and may in 
the future tend to discourage responsible private concerns from bidding 
on Metropolitan T ransit Authority contracts.
Your Department has been extended every m easure of cooperation 
in the audit which you have been conducting since last September, and, 
within proper bounds, will continue to receive such co-operation.
Very truly yours,
/ s /  Walter J. Waldron 
CHAIRMAN
Following receipt of the T rustees' second refusal, the following letter was forwarded 
by this Department to the Attorney General on March 27, 1950:
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March 27, 1950
The Honorable 
Francis E. Kelly
Attorney General of the Commonwealth 
State House, Boston, M assachusetts 
Dear Sir:
On March 15, 1950 A ssistant Attorney General H. William Radov- 
sky, as a resu lt of a written request from  this Departm ent, ruled 
that —
"(1) the Metropolitan T ransit Authority should designate the De­
partm ent of the State Auditor as its representative to in te r­
rogate under oath a concessionaire as to the accuracy of its 
reco rds, or
"(2) said Authority should request the concessionaire to produce 
its records so that they may be available for examination by 
the Department of the State Auditor. ”
A copy of this ruling was presented to W alter J. Waldron, chairm an 
of the Board of T rustees of the Metropolitan T ransit Authority, on 
March 21, 1950, and under date of March 23, 1950 this Department was 
notified by le tte r, a copy of which is attached, that the T rustees would 
not comply with the ruling from  your office.
1, therefore, request that you take such legal steps as you may deem 
necessary to procure for examination by this Department the accounts 
of the Metropolitan T ransit Authority's concessionaires, so far as they 
relate  to income either paid or accrued to the railway.
The original request of th is Department to be designated as the representative of the 
Metropolitan T ransit Authority for the purpose of establishing the income due this pub­
lic agency from private concessionaires was an entirely  norm al procedure with estab­
lished precedents. During the course of audits of the A irport Management Board, this 
Department has been designated as the representative of that agency and has audited the 
accounts of private airways to the extent necessary  to determ ine the income due the 
Board. The T rustees, despite statem ents included in their le tter, know that such an ex­
amination would not be an intrusion since no detailed overall audit of these concessions 
was even contemplated.
This m atter, in the in te res t of completing this report, has been tem porarily  laid a- 
side, but this Department does not consider the m atter ended.
(n) Metropolitan T ransit Authority Retirem ent Fund: This plan was effective as of 
January 1, 1948 and was the resu lt in the f irs t place of an agreement between the Au­
thority and the Amalgamated Union and has since been extended to other employees. 
Briefly, the plan provides for the m em bers contributing 5% of their wages or sa la ries  
and a contribution of 5% by the Authority. The Retirem ent Board is made up of seven 
members.
The question of conducting an examination of the accounts of the Retirem ent Board 
was discussed with the T rustees of the Authority who stated that they had not the right to 
grant permission to make an examination. They advised that the m atter be taken up with 
the Retirement Board. This was done but the Retirem ent Board refused to grant p e rm is­
sion for the audit.
In addition to the contributions to the present Retirem ent Plan, the Authority is pay­
ing pensions to form er employees under the old Boston Elevated Railway Company Pen­
sion Plan. There were 319 such pensioners in December 1949. A sum m ary of the 1949 
and 1948 cost to the Authority for contributions and pensions follows:
Very truly yours, 
/ s /  Thomas J. Buckley 
Auditor
1949 1948
Contributions to present 
retirem ent fund 
Pensions to form er employees 164,612 00 185,082 00
$1,494,772 00 $1,206, 909 00
$1,330, 160 00 $1,021,827 00
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6. General (a) Budgeting and Personnel Controls: Section 1 of Chapter 544 of the 
Acts of 1947 sta tes that the te rr ito ry  within and the inhabitants of certain  cities and towns 
are  made a body politic and corporate and a political subdivision of the Commonwealth 
under the name of the Metropolitan T ransit Authority. From  this it would appear that 
the funds of the Authority a re  in the category of public funds.
It is a generally accepted principle that the handling of public funds should be sub­
ject to budgetary and personnel controls exercised by some agency other than the one re­
sponsible for the expenditure of the funds. It is , therefore, recommended that some ar­
rangem ent be made to provide external budgetary and personnel controls. The ideal 
method would be to have such controls exercised  by representatives of the fourteen cities 
and towns who own the Authority. In this connection, it is recommended that considera­
tion be given to the advisability of reviving the Metropolitan Transit Council, which con­
sisted  of the Mayors and Chairmen of the Boards of Selectmen of all the cities and towns 
in the D istrict, which Council was abolished by Section 8 of Chapter 572 of the Acts of 
1949, and placing with this Council final authority over the operations of the Railway. This 
is  an entirely  logical recommendation. Much of the difficulties with the Metropolitan 
T ransit Authority and its  predecessor the Boston Elevated Railway can'be attributed tG 
the fact that legislation enacted with regard  to the Railway has been adopted over the pro­
tes t of represen tatives and senators from  the Boston Metropolitan D istrict itself who were 
outvoted by General Court m em bers outside the D istrict who had no particular interest in 
the ultim ate effects of such legislation, so long as it did not affect their own districts.
(b) Gasoline Tax: It was noted that the Metropolitan Transit Authority pays to the 
Commonwealth approximately $170,000.00 per year in gasoline taxes. When Chapter 572 
of the Acts of 1949 was originally discussed, the Legislature refused to accept the sec­
tion of the b ill which provided exemption from gasoline taxes to the Metropolitan Transit 
Authority.
It is  recommended that this amendment be again offered to the Legislature for re­
consideration. The M etropolitan T ransit Authority is a public agency, operated by apo­
litica l subdivision of the State, and further consideration should be given the fact that of 
all the m iles operated by the Metropolitan T ransit Authority buses, only a fraction of 
such m ileage is  perform ed on State highways for which the major part of the revenue fiom 
gasoline taxes is expended.
(c) Erection of an Office Building: For the use of office space in the Park Square 
Building for the 1949 calendar year, the Authority paid as follows:
Under the term s of their present lease, the rental paid by the Metropolitan Transit 
Authority will be increased approximately 7% during the year 1951.
In view of the fact that the Authority is now exempt from real estate taxes (Statute 
1949, Chapter 572, Section 6), substantial savings could result from erection of a building 
to house the main offices of the Metropolitan Transit Authority.
(d) Lease of Certain Lines from Eastern M assachusetts Street Railway Company: It 
was noted that an agreement was entered into under date of February 16, 1903 between 
the Old Colony Street Railway Company, Successors and Assigns and the Boston Elevated 
Railway Company, Successors and Assigns whereby certain lines were leased to the Bos­
ton Elevated Railway Company for a term  of 99 years to commence July 1, 1903. This 
lease was authorized by Chapter 388 of the Acts of 1902.
There have been several supplemental agreements and under the term s now in effect 
the Authority pays annually to the Eastern M assachusetts Street Railway Company a sum 
equal to 6 1/3% upon the adjusted replacement value and a sum equal to 4% upon the ad­
justed value of betterm ents from time to time. The Authority also pays to the Railway 
annually a certain  portion of the Corporate Franchise Tax paid by the Company to the Com 
monwealth. The method of computing this portion was provided in a supplemental agree- 
ment dated November 29, 1929.
During the 1949 calendar year the payments by the Authority to the Railway were as
Rent
E lectricity  
P o rte r Labor 
Overtime 
Installations
$80,362 00 
9,882 62
506 40
l30 00
180 75
$91,061 77
follows:
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Rental of Property under Lease:
Six months ended April 30, 1949 
Six months ended October 31, 1949
M assachusetts Corporate Franchise 
Tax applicable to West Roxbury 
Property Lease
$16,445 28 
16,445 28
$32,890 56
6,878 89 
$39,769 45
It was noted that the net franchise tax paid by the E astern M assachusetts Street Rail­
way Company to the Commonwealth in 1949 was $77,773. 14 and that the portion of this 
tax paid by the Authority to the Railway amounted to $6,878. 89 or roughly 8% of the tax 
paid by the Railway. It is worthy of comment that the lines leased cover only eleven m iles 
of right of way and that the total one-way m iles of right of way of the entire  E astern M ass­
achusetts Street Railway in M assachusetts on December 31, 1948 amounted to approxi­
mately 700 m iles. The Metropolitan T ransit Authority is obviously paying more than its 
proper share of the franchise tax of the E astern  M assachusetts Street Railway Company.
Apparently the Authority recognized that this lease was expensive and from c o rre s ­
pondence and memoranda in the files it would appear that in the spring of 1949 the Au­
thority tried to negotiate with the E astern  M assachusetts Street Railway Company for the 
purchase of the property offering as high as $600,000.00 as a basis of settlem ent, but to 
April 1, 1950 no basis of settlem ent had been reached.
Attention is directed to the fact that the Eastern M assachusetts Street Railway Com­
pany is permitted to use free  of charge the Metropolitan T ransit Authority facilities at 
Ashmont, Everett, F o rest Hills, Sullivan Square, Arborway and Mattapan, while at 
Fields Corner the E astern M assachusetts Street Railway Company pays to the Metropolitan 
Transit Authority 7 1/2? for each bus using that tunnel under a minimum rental a rran g e­
ment amounting to $2, 298. 12 per year. The argument might well be ra ised  that the use 
of these facilities brings revenue to the Metropolitan T ransit Authority, but attention is 
also directed to the fact that it is  certainly to the advantage of the E astern  M assachusetts 
Street Railway Company that they be perm itted to use these facilities without cost.
(e) Deficits: It was noted that from  August 29, 1947 to December 31, 1949 the Au­
thority has received from  the State T reasu re r in payment of deficiencies the following:
Period For
Year ended March 31, 1941 
Nine months ended December 31, 
Year ended December 31, 1946 
Year ended December 31, 1947 
Year ended December 31, 1948 
January 1 to August 2, 1949
Date Received Amount
10/28/47 $ 2, 341, 167 29
10/28/47 1, 311, 406 44
10/28/47 787, 527 89
6/14/48 711, 737 31
3/22/49 8, 900, 854 77
10/24/49 • 896, 594 53
$20,,949,,288 23
It should be noted that the total of $4,440, 101. 62 received by the Authority on October 
28, 1947 was on account of deficits incurred under Boston Elevated Railway Company 
operation.
It should also be noted that the above amount of deficits recovered does not include an 
amount of $1,354, 292. 29 which the Authority sta tes in its Third Annual Report to be the 
deficit for the period August 3, 1949 to December 31, 1949.
(f) Cambridge Subway: The Cambridge Subway, originally built and owned by the 
Boston Elevated Railway Company, was sold by the Railway to the Commonwealth of M ass­
achusetts in May 1920, in o rder to furnish the Railway with cash for rehabilitation of its 
physical properties. To provide funds for the purchase, and also for the cost of subse­
quent improvements made on the subway, the Commonwealth has floated three  bond issues 
totaling $8,229, 500.00. The following schedule sum m arizes the complete transaction:
DETAIL ON COMPUTATION OF PAID AND POTENTIAL RENTAL CHARGES 
CAMBRIDGE SUBWAY 
Bond Issues of the Commonwealth:
Cambridge Subway, 1920-1970 $7,868,000 00
Cambridge Subway Improvement, 1924-1974 96,000 00
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Cambridge Subway, 1932-1981 
Total Bond Issues
Interest on Bond Issues:
Cambridge Subway, 1920-1970 
Cambridge Subway Improvement, 
1924-1974
Cambridge Subway Station, 1932-1981 
Total In terest
Total Bond Issue and In terest
Deduct:
Paid and Potential Rental Charges: 
Railway Payments 
through 1949 $11,752,739 51
L essees Rents for 
Cambridge Subway 
Property  through
1949 65,912 50
Balance due Common­
wealth to Liquidate 
Principal and In terest 
P rofit to Commonwealth 
from  Cambridge Subway 
Rents
265,500 00
$ 8,229,500 00
$13,215,495 00
94,240 00 
234,952 74
13,544,687 74 
$21,774,187 74
$11,818,652 01
9,955, 535 73* 21,774,187 74
* Balance due from Railway subject to reduction for 
amounts received by Commonwealth for rent, tolls, 
e tc . , on Cambridge Subway Property.
(g) New Construction: Chapter 56 of the Resolves of 1943 provided for an investiga­
tion and study re la tive  to rapid tran s it in the Boston Metropolitan area. The commission 
created  for the purpose was revived and continued by Chapter 85 of the Resolves of 1945. 
Under Section 9, Item C, of Chapter 544 of the Acts of 1947, the Trustees of the Metro­
politan T ransit Authority were ordered to make studies and estim ates of the costs of re­
moval of the elevated struc tu re  and construction of subways in their place. Chapter 649 
of the Acts of 1949 finally ordered the removal of the elevated structures and the exten­
sion of the Washington Street tunnel to a point beyond Dudley Street.
Attention is  directed to the fact that in recent years, despite the obvious intention of 
the Legislature to remove existing elevated structures, the Trustees of the Metropolitan 
T ransit Authority have spent $457,287.41 for improvements at the Dudley Street terminal, 
and the te rm s of this Act definitely provides for an underground station at Dudley Street. 
These additions and alterations were not wisely entered upon by the Trustees.
(h) News Stands: Since the last audit it was noted that the Metropolitan Transit Au­
thority had adopted a system  of competitive bidding in the letting out of all contracts, and 
it was noted that during this audit period a contract for construction of thirteen new stands 
in various Metropolitan T ransit Authority stations had been allowed without competitive 
bidding. The locations and costs of these stands a re  as follows:
Location
P ark  St. S ta ., Tremont St. Subway, 
Northbound
Park  St. S ta ., Tremont St. Subway, 
Southbound 
Winter Sta.
Boylston St. S ta ., Tremont St.
Subway, Southbound 
Washington Sta. Concourse 
Sullivan Sq. - Surface Car 
Loading Platform 
Summer Sta.
Harvard Sta. -  Inbound Platform 
Milk St. Sta.
Dudley St. Sta. - East Loop
Date Contract
Authorized Price
7/29/47 $ 4 ,947 00
7/29/47 5,,709 00
7/29/47 5,,279 00
7/29/47 6,,140 00
7/29/47 6, 136 00
2 / 3/48 6, 478 00
2 / 3/48 5, 991 00
2 / 3/48 4, 475 00
2 / 3/48 5, 290 00
5/20/49 4, 857 00
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P ark  St. Under - Center Platform  
Boylston and Essex Stations 
Sullivan Sq. Term inal, Southbound 
Platform
5/20/49 $ 5,285 00
8/24/49 10,175 00
12/ 7/49 5,040 00
$75,802 00
(1) Expenditures: The following item s selected at random from Metropolitan T ransit 
Authority records total $28,677.20 and rep resen t income on a ten cent fare from 286,772 
passengers. The management should devote itself to an elimination of all sim ilar item s 
in the future.
1. Steel Ties - During the period between October 10, 1944 and August
2, 1946 the Railway purchased 6,163 steel ties at cost of 
$23,714.04. Of the total purchased, only 1,439 were ever used, 
and the balance of 4, 724 were disposed of as scrap  In December 
1949 at a loss of $16, 559. 75. If these ties were purchased for ex­
perim ental purposes, a much sm aller amount should have been 
originally purchased.
2. News Service - A news serv ice  (ticker) was maintained in the office
of the T reasu re r of the Authority at a cost of $1,500.00 per year.
It was stated that such serv ice  was needed so that the market 
could be closely watched for investment of surplus funds of the 
Authority. It has been many y ears since the Authority o r its 
predecessor the Boston Elevated Railway has had surplus funds 
to invest. During the course of this audit, following a discussion 
with the Railway management, this serv ice  was discontinued as of 
December 31, 1949.
3. Annual Reports - It was noted that the M etropolitan T ransit Authority
had on hand on October 31, 1949, 7,924 copies of Annual Reports 
for the years 1947, 1948 and 1949 valued at $2,212.49, representing 
approximately 24% of the total originally ordered . More conserva­
tive future estim ates a re  indicated.
4. Defective Rails - During 1945 and 1946 the Metropolitan T ransit
Authority made several purchases of ra ils  at an average cost, 
including freight, of $83.10 per g ross ton. In a le tte r dated 
November 21, 1947 to the Com ptroller from  the Superintendent 
of Maintenance, the following penciled memorandum was noted:
"Defective ra il returned at agreed price . The Railway 
had previous ra il  defects on H. T. Tee Rail out on line.
Will not use Heat Treated Rail h e re a f te r ."
These ra ils  when returned to the original company from  which they 
were purchased were sold at $66.00 per g ross ton, which re p re ­
sented a loss of $8,404. 96 to the Metropolitan T ransit Authority, 
charged to the "Reserve for Depreciation - Road - Equipm ent."
7. Summary: The immediate future of the Metropolitan T ransit Authority presents 
no insurmountable problem s. The Railway is in an excellent cash position, as is evidenced 
by the fact that on April 30, 1950 the Authority had on hand $6, 999,037.74 in unrestricted  
cash. Two recent fare increases will easily  m aintain this cash, and re tirem ent of the debt 
of the Authority, under the provisions of Chapter 572 of the Acts of 1949 will henceforth 
proceed in a lengthy but equitable fashion.
The excellence of the cash position of the M etropolitan T ransit Authority is demon­
strated by the fact that the Railway for the four months following the last fare increase has 
not only maintained their balances but had added to them. These balances were as follows:
These balances represen t the largest un restric ted  cash balances held by the Railway 
for any considerable period in its  en tire  existence. Although the cash has been added to 
as a result of the last fare increase, the major portion has been accumulated from over­
charges to the cost of serv ice. While the T rustees have in the past argued that the cash 
position had no significance in the overall financial condition of the Railway, the fact is 
that the cash position, as a resu lt of recent sta tu tes is the re a l key to the financial condi-
February 28, 1950 
March 31, 1950 
April 30, 1950 
May 31, 1950
$6, 550,825 17 
6,844,251 62 
6,999,037 74 
6,941,822 75
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tion of the Authority, since now all major item s of expenditure will be paid for from bor­
rowings. The fact is  the Metropolitan T ransit Authority has fa r more funds available 
than are  needed for operating purposes.
All funds of the Authority a re  public funds, accumulated either through deficit assess­
ments or from  fares. It certainly has never been the intention of the General Court that 
the Authority should accumulate public funds from  either of these sources in excess of 
actual operating needs.
This rep o rt recom mends a reduction of $931,538.79 in the deficit of $1,354,292.29 
reported  for the last five months of 1949, and a further reduction of $285,000.00 to com­
pensate the c ities and towns of the D istrict for overstated deficits in the period between 
August 29, 1947 to August 29, 1949, and a further credit of $125,000.00 to offset exces­
sive charges to the cost of serv ice  for replacem ent of elevated structures which are to 
be torn down, leaving a balance of $12,753. 50 to be assessed  upon the D istrict. This can 
be accomplished under sound accounting procedures, and certainly the Railway does not 
requ ire  this ex tra  cash.
This Department feels quite strongly that amounts charged to the cost of service to 
provide a  re se rv e  for depreciation have been a rb itrary , and, at the same time, unfair to 
the taxpayer. Acceptance of the recommendations of this report in this regard will place 
future charges on a sound and equitable basis, and, at the same time, result In a sub­
stantial annual reduction to the taxpayer.
This report recom mends a refund of between $1,812,377.44 and $2,440, 101.62 to the 
c ities and towns, the amount depending on the decision of the United States Tax Court. 
Such a  refund will not im pair the cash position of the Railway, and the road is already as­
sured  of a  cash refund from  Federal taxes of between $300,000.00 and $591,972. 56 which 
will add to the un restric ted  cash of the Railway.
Removal of elevated stru c tu res  will represen t a rea l gain and improvement to the 
City of Boston, and the T rustees should act without delay in that direction. If a need for 
fu rther fa re  increases should a rise , it can be attributed to extravagant operations, since 
the p resent fa re  struc tu re  will be adequate under an efficient and economical mangement 
to m eet these costs, providing that the present passenger load is maintained.
The rem oval of p resent elevated structures will not produce one added penny of rev­
enue and will add considerably to annual costs of the Railway. While we are of the opin­
ion that p resent fa res  will cover this cost, the Metropolitan Transit Authority passenger 
load can be substantially increased by an extension of rapid transit services to all of the 
fourteen c ities and towns of the D istrict, and such extensions would also prove to be a 
large  factor in relieving traffic  congestion in Boston. The ultimate solution to the prob­
lem s of the Railway lie in this direction, since rapid transit will attract more riders and 
at lower operating costs will provide speedier and more comfortable passenger service.
TRANSIT MUTUAL INSURANCE COMPANY REPORT No. 2692
Distribution of Surplus: The affairs of the Transit Mutual Insurance Company are 
directly  connected with operation of the Metropolitan Transit Authority since all of the 
officers and d irec to rs of the T ransit Mutual Insurance Company are salaried employees 
of the Metropolitan T ransit Authority. Since December 1947 none of the trustees or em­
ployees of the Metropolitan T ransit Authority have received a salary for duties performed 
as officers o r d irec to rs of-the T ransit Mutual Insurance Company and in addition, it was 
voted on January 27, 1949 to abolish the d irec to r 's  fee of five dollars for attendance at 
regu lar meetings of the Insurance Company. The only income producing policy written 
for W orkmen's compensation is that of the Metropolitan Transit Authority and policies for 
general liability insurance are  written only to perm it the d irectors and officers of the 
company to be policyholders as required in the by-laws, and these latter policies are re­
insured with another company.
Despite these tie s, the T ransit Mutual Insurance Company is a separate legal entity.
A p rio r audit report commented on the fact that there was no provision in the by-laws of 
the company that would re tu rn  to the Metropolitan T ransit Authority a proper proportion 
of the remaining asse ts of the corporation in the event of dissolution. Apparently, as a 
resu lt of that audit report and subsequent correspondence, the policyholders of the Tran­
sit Mutual Insurance Company at a special meeting held on September 10, 1947 corrected 
this condition by voting the following addition to the by-laws:
VOTED: To adopt the following as an addition to the by-laws of this 
company:
"Distribution of Surplus: In the event of the liquidation of the com­
pany, all persons, firm s, associations and corporations who within 
ten years last past before liquidation have been m em bers of the Com­
pany, shall be entitled to share in the distribution of the reserve , and
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"other a sse ts , after payment of liab ilities, ratably in proportion 
to the amount of prem ium s paid by them to the Company for in­
surance. "
Reinsurance: Under the present re insurance contract which became effective April 1, 
1949, the company is re insured  on losses over $25,000.00 up to $500,000.00 for any one 
event or se rie s  of events. The previous re insurance contract was more favorable as its 
limits were from $10,000.00 to $250,000.00. However, as the resu lt of a costly acc i­
dent the re insu rer notified the T ransit Mutual Insurance Company that it no longer desired 
to reinsure the r isk  at the form er ra te s .
Pension Policy: There was incorporated into the minutes of the D irectors' meeting 
of March 9, 1949 a declaration of policy to assure  the present employees of the Company 
that they would be granted pensions payable in the sam e manner and in amounts equal to 
retirem ent allowances to be received by Metropolitan T ransit Authority employees in 
like circum stances, but equitably reduced because they have made no contributions to any 
pension fund.
No reserve for the pension fund is to be set up at this tim e. The reasons for not 
setting up such a reserv e  a re  best given in the following memorandum received from the 
actuary for the T ransit Mutual Insurance Company.
"Memorandum in Re
Pension Policy of the T ransit Mutual Insurance Company Voted by 
Board of D irectors March 9, 1949. It is not necessary , in my opin­
ion, to se t up
a reserve for pensions at this tim e because -
The present employees may not be here at the age of 65. They may 
have died in the meantime. It is perm issib le for them to re ta in  their 
positions at the d iscretion of the Board after reaching the age of 65.
When an employee has reached the age of 65 and 
a pension is voted by the Board of D irectors, then a reserv e  shall be 
set aside for each and every year as voted on by the Board of D irectors 
for the individual who is  to receive the pension.
/ s / __________________________
March 24, 1949 Actuary"
Report to Committee on Self-Insurance: At the D irectors' Meeting of June 9, 1948 
a committee was appointed to look into ail phases of the m atter of self-insurance and to 
make a report to the Board of D irectors at a la te r  date. A very exhaustive report to the 
committee was prepared by the m anager of the T ransit Mutual, serving ex-officio as a 
member of this comm ittee. His report d iscusses the four possible methods of Work­
men's Compensation insurance available to the Metropolitan T ransit Authority. It ex­
plains in detail the advantages and disadvantages of self-insurance by the Metropolitan 
Transit Authority. The committee reported  to the Board of D irectors on October 13,
1948 that they were "unanimously of the opinion that it is for the best in te res ts of the 
Metropolitan Transit Authority and its employees to continue to insure with the T ransit 
Mutual Insurance Company." The Board of D irectors then voted to accept the report of 
the committee.
BOSTON METROPOLITAN DISTRICT REPORT No. 2635
Audit: The previous audit of the Boston Metropolitan D istrict conducted by the De­
partment of the State Auditor was dated November 16, 1946. The authority of this De­
partment to conduct audits of the Boston Elevated Railway, ceased with the advent of pub­
lic ownership and creation of the Metropolitan T ransit Authority. The recent Legislature 
has replaced this auditing jurisdiction within the Department of the State Auditor.
This report is being issued in connection with a curren t audit of the Metropolitan 
Transit Authority now in p rogress and covers the period from  November 16, 1946, the 
date of our previous audit, to November 21, 1949, which date coincides with the date of 
the resignation of the form er T reasu re r of the Boston Metropolitan D istrict.
Boston Metropolitan D istrict: The Boston Metropolitan D istrict previously known as 
the Metropolitan T ransit Commission was established by Chapter 383 of the Acts of 1929 
and the te rrito ry  within and the inhabitants of the following c ities and towns, namely, 
Arlington, Belmont, Boston, Brookline, Cambridge, Chelsea, E verett, Malden, Medford,
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Milton, Newton, Revere, Somerville and Watertown were constituted a d is tric t and said 
te rr i to ry  and inhabitants were made jointly and severally  liable for the debts and obli­
gations of the d istric t. The name of the "M etropolitan T ransit Commission" was changed 
to the "Boston Metropolitan D istrict" by Chapter 147 of the Acts of 1932.
Chapter 383 of the Acts of 1929 placed the management of the affairs of the District 
in a Board of five tru stees of whom four are  appointed by the Governor and one by the 
Mayor of the City of Boston.
Chapter 383 of the Acts of 1929 also created the Metropolitan T ransit Council, con­
sisting of the Mayors and Chairm en of the boards of selectm en of all c ities and towns in 
the D istrict. This Council was abolished by Section 8 of Chapter 572 of the Acts of 1949.
Statute 1931, Chapter 333; Statute 1932, Chapter 147 and Chapter 299; Statute 1933, 
Chapter 235; Statute 1934, Chapter 334; Statute 1935, Chapter 451; Statute 1936, Chapter 
308; Statute 1937, Chapter 357; Statute 1939, Chapter 510 and Statute 1941, Chapter 567 
increased the activ ities of the Board and it became a financing board issuing bonds of the 
Boston Metropolitan D istrict to supply money to purchase bonds of the Boston Elevated 
Railway Company.
1. To re tire  the p re fe rred  stock of the Boston Elevated Railway Company.
2. To provide funds for the Boston Elevated Railway Company to purchase
the Chelsea Division of the E astern  M assachusetts Street Railway 
Company.
3. T hereafter, upon the request of the Boston Elevated Railway Company
and in accordance with the provisions of the special legislative acts, 
the Boston Metropolitan D istrict may provide funds for the Elevated 
to re tire  its bonds and in place thereof issue bonds to the Boston 
M etropolitan D istrict for the same amount.
Chapter 544 of the Acts of 1947; This chapter provided for acquisition and operation, 
by the Metropolitan T ransit Authority, of entire  asse ts , property and franchises of the 
Boston Elevated Railway. Under the term s of this chapter the Trustees of Boston Metro­
politan D istrict borrowed $22,868,000.00 by public issue of twenty-five year serial bonds 
paying in te res t at a  ra te  of 1 7/8% per annum. The Boston Metropolitan District, with 
the proceeds of this loan, purchased $22,868,000.00 in bonds of the Metropolitan Transit 
Authority dated August 15, 1947, maturing August 15, 1972, bearing interest at the rate 
of 2 7/8% per annum until June 1, 1958 and thereafter at 3 7/8% until maturity.
With these funds the Metropolitan T ransit Authority
1. Paid $20,298,000.00 to acquire the asse ts, e tc ., of the Boston Ele­
vated Railway Company. This payment was calculated at the rate 
of $85.00 per share  of common stock of this Railway.
2. Established.a reserv e  fund of $2,000,000.00 as required by Chapter
544.
3. Retired $570,000.00 in bonds of the Boston Elevated Railway Company
which had been assum ed by the Metropolitan Transit Authority.
Chapter 544 also authorized the Metropolitan Transit Authority to issue bonds or 
notes to the Boston Metropolitan D istrict to provide funds for the purchase of cars, buses 
and track less  tro lleys, but placed a lim it of $10,000,000.00 on the total principal amount 
of such borrowings to be outstanding at one time and a twenty year lim it on periods of in­
dividual borrowings made under this authority. Under the provisions of this section the 
Metropolitan T ransit Authority borrowed $1,000,000.00 in March 1948 and $2,175,000.00 
in October 1948.
Chapter 544 further perm its the T rustees of the Metropolitan Transit Authority to 
issue tem porary notes at any tim e the cash position of the railway may require temporary 
funds, and leaves it to the discretion of the T rustees of the Boston Metropolitan District 
to decide whether o r not the D istrict shall purchase such tem porary notes.
Under the provisions of this section the D istrict purchased two short-term  notes of 
the Metropolitan T ransit Authority totaling $7,000,000.00. These notes dated August 12, 
1948 and January 25, 1949 bearing in terest at . 92% and . 84%, respectively, were paid 
on March 25, 1949.
Also under Chapter 544 the D istrict on August 1, 1949 issued $1,014,000.00 in twenty 
year bonds at an in te rest ra te  of 1 3/4% for the purpose of refinancing a bond issue of 
the D istrict which fell due on that date. The original amount of this issue totalled 
$1,581,000.00.
Chapter 572 of the Acts of 1949: (A) Transactions between the Boston Metropolitan 
D istrict and the Metropolitan T ransit Authority:
On August 3 , 1949 the Boston Metropolitan D istrict owned the following ra ilw a y  bonds:
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Boston Elevated Railway Company, $74,049,917.00; Metropolitan T ransit Authority, 
$26,885,000.00, or a total of $100,934,917.00. These bonds, excepting $3,003,000.00 
in serial bonds of the Metropolitan T ransit Authority issued under Section 22 of Chapter 
544 of the Acts of 1947, were surrendered  by the Boston Metropolitan D istrict to the 
Metropolitan T ransit Authority for cancellation on August 3, 1949, and, thereupon, the 
Metropolitan T ransit Authority issued to the Boston Metropolitan D istrict one single bond 
for $71,418,371.89 which equalled the amount of the D istric t's  own outstanding obligations 
less $561,628. 11 in cash held by the D istrict. As a resu lt of these transactions the an­
nual cost to the Metropolitan T ransit Authority in re tirem ent of its debt to the D istrict 
will be -
a. One million dollars to be paid annually to the D istric t in reduction
of the principal of the D is tr ic t 's  se ria l bonds outstanding.
b. The actual in terest payable by the D istrict on its own se ria l bonds
outstanding.
c. The actual in te rest on new D istrict se ria l bonds or tem porary loans
issued for refunding purposes.
It is immediately obvious that the one million dollars to be paid annually by the M etro­
politan Transit Authority will not produce sufficient funds to meet the Boston Metropolitan 
D istrict's principal payments. The D istrict is therefore unauthorized under Chapter 572 
to issue new refunding bonds, as required, to provide for obligations not covered by this 
annual payment.
On August 8, 1947 the Department of the State Auditor issued a report on the examin­
ation of the accounts of the Boston Elevated Railway. Page 47 of that report, in referring  
to the debt of the railway, sta tes in part:
"The debt of the D istrict, if assum ed by the new Authority and distributed 
over a period of y ears by long-term  financing, can m easurably contribute 
tp the reduction of cu rren t deficits. "
In substance, Chapter 572 of the Acts of 1949 follows this recommendation, since 
under its provisions this debt will be reduced annually by one million dollars since the 
Metropolitan T ransit Authority will henceforth pay annually to the D istrict $1,000,000.00 
for retirem ent purposes, plus the D istric t's  in te rest requirem ents, and any D istrict ob­
ligations falling due which are  in excess of $1,000,000.00 in anyyearw ill be refinanced 
by the District.
While this legislation is  an improvement since it provides for an orderly  and equit­
able retirem ent of this debt and re lieves the taxpayer of today from paying more than his 
necessary share of these obligations, it is  felt that such legislation should not fix the ra te  
of retirem ent at $1,000,000.00 per year, but should be amended to require  that not less 
than $1,000,000.00 of debt per year should be re tired . Should the Metropolitan T ransit 
Authority, under today's higher fa res  and with a further improvement in management, 
coupled with savings under economical adm inistration, be in a position to accelerate  debt 
retirement, the amended statute should perm it all available funds in excess of operating 
requirements be used solely for such purposes.
(b) Transactions between Boston M etropolitan D istrict and the City of Boston:
On August 3, 1949 the debt of the City of Boston, resulting from  subway construction, 
totalled $54,048, 500.00 and at the same time the City held in sinking funds to apply a- 
gainst these obligations a total of $13,829,054. 57. Under the provisions of Chapter 572, 
on ^ugust 3, 1949 the Boston Metropolitan D istrict issued bonds to the City of Boston in 
payment for title to the various City-owned subways used by the Metropolitan T ransit Au­
thority in a total of $40, 219,445.43. Individual non-in terest bearing bonds were issued 
under this transaction, each adapted to a particular sinking fund of the City, representing 
the difference by which the outstanding debt exceeded the balance held in the particular 
sinking fund involved. These bonds guarantee that ten days before any bond issue of the 
City falls due the D istrict will pay to the City a sum sufficient to meet the amount by 
which that obligation of the City shall exceed the balance available in the particu lar sink­
ing fund involved. The D istrict also issued a note to re im burse  the City for any losses 
resulting from sale of securities held in the sinking funds and further prom ises to pay to 
the City, ten days in advance of the due date, any in terest payments required  of the City 
on its own bonds which a re  in excess of in te rest earned by sinking fund secu rities. Thus 
under the provisions of Chapter 572 the City is apparently fully protected in the r e t i r e ­
ment of its obligations. Substantial savings in in te rest costs will eventually resu lt to the 
taxpayer under this procedure as the older ra te  in te res t bonds are  paid off and replaced 
in part by new low ra te  in terest bonds issued under the credit of the D istrict. It is wor­
thy of comment that the D istrict has acquired properties which have cost the City ap­
proximately $70,000,000.00 for $40,219,445.43.
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The Boston Metropolitan D istrict, to meet the obligations incurred by this tran s­
action, has received from  the Metropolitan T ransit Authority a T ransit Bond totalling 
$40,219,445.43, dated August 3, 1949, maturing on November 20, 2024. Under its 
te rm s the D istrict, through the State T reasu re r and by d irect assessm ent on the cities 
and towns of the D istrict, will annually receive $536, 259. 27 in reduction of the princi­
pal amount of the bond, and, as in te rest, the Metropolitan T ransit Authority will pay to 
the D istrict any in terest payments which the D istrict may incur as a resu lt of borrow­
ings to meet D istrict obligations in connection with its  subway debt. The Authority also 
executed a note undertaking to pay on behalf of the D istrict a ll amounts which the District 
will be required to pay to the City on the note issued by the D istrict.
We find it necessary  to d irec t attention to provisions already described in this Sec­
tion of Chapter 572 of the Acts of 1949 which re la te  to re tirem ent of the debt incurred 
as a  resu lt of taking over the City of Boston debt in connection with the construction of 
subways. The Act, without consideration of the future ability of the Metropolitan Tran­
sit Authority to meet this obligation out of income, provides that the State Treasurer on 
November 20 of each year shall pay 1 1/3% of the total of such debt to the Metropolitan 
T ransit Authority and shall then assess  that amount on the cities and towns of the Dis­
tr ic t. This obligation should not be treated  separately but should be a primary obligation 
of the Metropolitan T ransit Authority and should the Metropolitan Transit Authority be 
unable to meet it out of income then it should be included in Metropolitan Transit Au­
thority deficits reported  from  operations to be assessed  on the cities and towns of the 
D istrict.
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NANTUCKET STEAMSHIP AUTHORITY
Section 14 of Chapter 544 of the Acts of 1948 provides in part as follows:
"SECTION 14. Report. — On or before the th irtieth  day of January 
in each year, the Authority shall make an annual report of its activities 
for the preceding calendar year to the governor and to the general court. 
Each such report shall se t forth a complete operating and financial s ta te ­
ment covering its operations during the year. The Authority shall cause 
an audit of its books to be made at least once in each year by the state 
auditor, and the cost thereof may be treated  as part of the operation of 
the project. Such audits shall be deemed to be public records within the 
meaning of chapter six ty-six  of the General L aw s."
General: During the fiscal year ending June 30, 1950, no audit of this agency was 
conducted since the leg isla tu re  failed to provide an appropriation for the purpose. The 
budget of this department for the fiscal year 1951 does include the necessary  funds, and 
an examination will be initiated and carried  through to December 31, 1950.

